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DIRECTOR’S PREFACE 


This book, which discusses the German foreign loans from 
1924 to 1926 inclusive, covers a short but practically complete 
period of German borrowings abroad. No important German 
Joan had been floated in any foreign country for many years 
prior to 1924, and since the end of 1926 the volume of loans 
publicly offered has been relatively small. Whether a new era of 
practical self-sufficiency in the German credit market is near at 
hand, however, remains to be seen. 

While the volume includes an estimate of the total of all 
German loans publicly floated abroad during the years in 
question, the detailed analysis relates only to the loans publicly 
offered in the United States. No attempt is made to draw 
conclusions as to the wisdom of such borrowing from the 
point of view of Germany, nor of the safety of the loans from 
the point of view of investors; the author merely presents 
the facts as revealed by the documentary evidence. The sole 
purpose is, by a systematic grouping of the facts, to clear a 
path through the thicket which has thus far made it well-nigh 
impossible to understand the significance of these gigantic 
financial transactions. An appraisal of the character and terms 
of these loans and of the purposes for which they have been 
negotiated is the more important in view of the fact that this 
is the first time in history that a highly developed industrial 
country has resorted to foreign loans on a vast scale. In the 
past, such obligations have been incurred only by developing 
countries possessed of unexploited natural resources. 

HaroLD С. MOULTON, 
Director. 
INSTITUTE OF ECONOMICS, 
June, 1927. 
vi 
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PART I 


GERMAN FOREIGN BORROWINGS 
SINCE 1924 


AMERICAN LOANS TO 
GERMANY 


CHAPTER I 
INTRODUCTION 


Inflation destroyed the sound monetary system of Germany 
and exhausted all the domestic credit sources based on savings. 
But throughout the inflation period the Reichsbank freely 
granted credits both to the German government and to German 
industries, thus enabling them to function after a fashion. 
With the introduction of the rentenmark (November 15, 1923), 
the Reichsbank ceased to subsidize the German government, 
which compelled the latter to balance its budget through taxa- 
tion. But the Reichsbank for many months continued to grant 
credits to German industries and this constant extension of arti- 
ficial credits was threatening a new breakdown of the currency 
system. To prevent such a disaster, the Reichsbank passed 
its famous credit restriction resolution which—as inflation had 
dried up the resources of all other domestic credit agencies—left 
to the German credit seekers practically no other alternative 
than to borrow abroad. 

The government, therefore, created the Gold-Discount-Bank 
which commenced operations on April 7, 1924, the very same 
day that the credit restriction resolution went into force. This 
Bank negotiated rediscount credits in the United States and in 
Great Britain ($25,000,000 through the International Accept- 
ance Bank in New York and £5,000,000 through English hanks) 
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but did not play an important ге as an agency for forcign 
credits. It was quickly rendered unnecessary, since two days 
after the foundation of the Bank the expert committees of the 
Reparation Commission submitted their report which was soon 
accepted by the various governments. This new Reparation 
Plan re-established the confidence of American! and British 
banks in the economic future of Germany and opened the way 
for the flotation of foreign loans on an extensive scale. 

Some foreign credits were granted to Germany before the 
Reparation Loan. A few German industrial unions like the 
“German Sugar Industry,” the Potash Syndicate, the Rhine- 
Westphalia Coal Syndicate, and a few concerns like the North 
German Lloyd, the Dye Works, and the German Petroleum 
Company, succeeded in securing credits in the United States and 
Great Britain between July and October, 1924. These credits 
were mostly short-term loans and served in part in financing 
exports. This first period of German borrowings was closed by 
the issue of the Reparation Loan (October 14, 1924). 

The second phase in the recent history of German borrowings 
abroad covers the winter of 1924-25. Soon after the conclusion 
of the Reparation Loan, a few German cities (Berlin, Cologne, 
etc.) appeared on the American credit market. They too se- 
cured mostly short-term loans. They were followed by some 
public and semi-public corporations which contracted long- 
term loans. At the same time a number of private corporations 
likewise succeeded in obtaining long-term loans. But all these 
were only single cases. The grant of German loans was still 
considered almost as an adventure, and in the two months 
which followed the election of President Hindenburg (April 26, 
1925) practically no German loan was contracted abroad. 

The third phase began in July, 1925, and was terminated by 
Christmas, 1926. At first the small short-term municipal loans 


were refunded and converted into large long-term loans. But 


3 In this book the words “American” and "America" refer always to the 
United States. 
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the unforeseen possibility of hastening, through foreign help, the 
economic and financial rehabilitation, which for more than a 
year had been severely hampered by lack of funds, created an 
almost universal desire to borrow abroad. States, cities, church 
organizations, public, semi-public, and, most of all, private 
corporations sought the foreign credit market. Almost every 
week brought one or more new long-term loans. 


I, PUBLIC POLICY AND GERMAN LOANS 


The German government, on the whole, welcomed the foreign 
borrowings of private corporations but followed with a great 
deal of concern the increase of external public loans. Its point 
of view from the outset was expressed as follows: ? 


In view of the great need of capital it was feared that the muni- 
cipalities would take undue advantage of the first opportunity 
offered by the opening of the foreign capital market, of acquir- 
ing long-term credits, and that they would fail to observe that 
restraint which consideration for the German balance of payments 
and consequently for the currency necessitated. Disregarding the 
great danger involved herein, there might in addition have arisen 
the handicap that the not unlimited resources of the foreign cap- 
ital market might be withheld from industry and agriculture, to 
find their way chiefly to municipalities and associations of munic- 
ipalities, inasmuch as the greater security insured by their taxing 
power made foreign investment more attractive in municipal 
than in private enterprises. 

Considerations similar to those in regard to municipalities pre- 
vailed in regard to the states. They too, after the long period of 
privation, felt a capital shortage the satisfaction of which was 
sought in foreign markets. In the case of some of the states they 
were, moreover, urged by small and medium-sized industries to 
borrow foreign money in order that it might be used as a loan to 
industrial enterprises. 


As early as November 1, 1924, the President of the Reich 
issued a decree which made it necessary that states, municipal- 


2 Denkschrift über das Arbeitsgebiet und die Tätigkeit der Beratungsstelle 
für Auslandskredite vom 1. Januar 1925 bis zum 30. September 1926 
(published by the Reich Finance Minister), p. 3. 
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ities, and associations of municipalities have the approval of 
the Reich Finance Minister for the taking of foreign credits, 
for the issuing of loans abroad, or for giving guarantees or fur- 
nishing securities for credits received abroad, in order to make 
them legally valid. 

This decree, which had been issued without the consent of the 
states and the Reichstag, was to remain in force until January 
31, 1925. The states resented it as contrary to their constitu- 
tional prerogatives, and in December, 1924, concluded a “gentle- 
man’s agreement” with the Reich which made it altogether 
optional for the states to have the approval of the Reich for 
their own foreign loans and which authorized them to permit 
themselves under certain conditions long-term municipal foreign 
loans for productive purposes, and to ask in all other cases on 
behalf of the municipalities (municipal clearing associations, 
etc.) the “opinion” of an “Advisory Council” which was to 
replace the Reich Finance Minister in the whole matter. 
This Council was composed of six members: one delegate 
each from the Reich Finance Ministry (as chairman), the 
Reich Economics Ministry, and the Reichsbank; the President 
of the Prussian State Bank, the President of the Bavarian 
State Bank, and a representative of the state asking the 
“opinion.” 

Thereupon the President on January 29, 1925, issued a new 
decree (to be valid until February 28, 1925) which was embodied 
in the “Law on taking foreign credits by municipalities and 
associations of municipalities of March 21, 1925.” The main 
provisions of the law, which was voted by the majority required 
for a change of the Constitution and which went into force as 
irom February 1, 1925, are as follows: 


Munic'palities and associations of municipalities shall have 
the approval of the Reich Finance Minister for the direct or in- 
direct taking of foreign credits or for the direct or indirect issuing 
of loans abroad as well as for the giving of guarantees or the furnish. 
ing of securities for such credits or loans, in so far as the taking 
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of the credits or the issuing of loans or the giving of guarantees 
or the furnishing of securities for such credits or loans is not subject 
to the permission of a supervisory authority according to the pro- 
visions of the state laws. 

Municipal clearing associations, including their bank institu- 
lions, are to be trcated like associations of municipalities in so far 
as they take foreign credits or issue loans in a foreign country which 
shall be given to states, municipalities, or associations of munici- 
palities. 

The Reich Finance Minister may delegate his right of approval 
to the highest state authority. 


This law then legalized the “agreement” both in exempting 
the states from securing the approval of the Reich and т 
authorizing the Reich Finance Minister to delegate his right of 
approval to the states. Since he made use of this provision 
immediately after the passage of the law, it was true that “a 
control of public foreign credits through the government of the 
Reich does not exist according to the present legal status. But, 
by mutual agreement, the state governments are bound to 
approve, only under certain definite conditions, of a foreign loan 
of a municipality, an association of municipalities, a municipal 
clearing association etc., and, in case those conditions are not 
fulfilled, to ask the opinion of the Advisory Council.” 3 

As a matter of fact the states submitted to the Advisory 
Council not only all their own long-term foreign loans but also 
almost all the foreign loans of the municipalities and associations 
of municipalities, and in addition the foreign loans which pro- 
vided for a pledge or guarantee of a state, a city, or an associa- 
tion of municipalities. Тһе Council held 87 sessions between 
January 17, 1925, and September 30, 1926, and gave its opinion 
altogether on 42 loans. Of these 42 loans, four—those of the 

? Denkschrift, p. 4. 

* The Advisory Council, in its report, does not quote a single case in which 
a loan approved by the Council was not obtained. Yet a New York invest- 
ment house which we asked about a certain municipal loan, not mentioned 


in the report of the Council, wrote us: 
“We did negotiate with the city for a loan about a year ago but the gov- 
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cities of Koenigsberg, Nuremberg, and Kissingen and of theThu- 
ringian municipal association — were not decided upon since 
they were merged into the big loan of the German Savings 
Banks and Clearing Association. The amounts proposed Бу 
the applying states, recommended by the Advisory Council, 
and finally issued will be seen from the following table: 


Loans SUBMITTED TO THE ADVISORY COUNCIL 


Borrower Prorosep RECOMMENDED IssuED 


Municipal Loans 
18 State of Wurttemberg 
Assoc. Municipalibes — . $10,000,000 $8,400,000 $8,100,000 
City of Durlach . A $270,000 $81,000 b 
22 Municipal Bank of the 
State of Hesen . . £2,000,000 $1,000,000 $3,600,000 
17 City of Heidelberg . . $1,500,000 $1,500,000 $1,500,000 
City of Lindau . . . | s. frs. 1,500,000 СМ 1,200,000 СМ 1,200,000 
8 City of Belin . . . $15,000,000 $15,000,000 $15,000,000 
9 City of Colome . . . $15,000,000 $10,000,000 $10,000,000 
10 City of Munich . . . $10,000,000 $8,760,000 $8,700,000 
16 City of Duesseldorf . . $6,000,000 $1,775,000 $1,750,000 
32 Consolidated Municipal- 
ilies of Baden. . . $7,500,000 $4,300.000 $4,500,000 
25 City of Frankfort . . $8,000,000 $4,000,000 $4,000,000 
27 City of Duisburg. . . $4,300,000 $3,000,000 $3,000,000 
21 City of Dresden . . . $15,000,000 $5.000,000 $5,000,000 
Association of German 
Mortgage Banks . . |С M 15,130,000 |G M 10,800,000 | С М 10,800,000 
38 Bavarian Palatinate Con- 
solidated Cities . . $5,000,000 $3,800,000 $3,800,000 
41 City of Leipzig . . - $6,000,000 $5,000,000 $5,000,000 
40 German Savings Banks 
and Clearing As... . $63,760,500 $23,000,000 $23,000,000 
v Provincial Bank af Rhine- 
land PRG Ж. йо d 1.38,000,000 8.12,300,000 1.12,300,000 
City of Chemnitz "| RM 6,780,000 
dd County of Cloppenburg fl. £,500,000 8.1,000,000 f.1,000,000 
bb Province of Westphalia . £2,848,300 £835,000 £835,000 
Ташы 250405 4 $212,185,338 $109,813,857 8109,482,857 


а The loans are given in the chronological order of the recommendations. The numbers 
(letters) refer to the tal e on pages 43-51. 
* Merged into the loan of the Consolidated Municipalities of Baden (32). 


ernmental authorities in Germany reduced the amount to а point making 
it too small for an American offering." 

It is, of course, possible that the Advisory Council excluded this case 
from its report in order not to injure the credit of the city. 
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Loans SUBMITTED TO THE ApvisoRv CouncI~—Continued 


Моя, Borrower Proposen RECOMMENDED Issurn 
Slate Loans 
12 State of Bremen. . . $15,000,000 $15,000,000 $15,000,000 
13 State of Bavaria. . , $15,000,000 $15,000,000 $15,000,000 
20 State of Oldenburg . . $6,000,000 $3,000,000 $3,000,000 
45 State of Anhalt . . . $4,000,000 $2,000,000 $2,000,000 
г State of Baden . а. fra.56,800,000 |. frs.40,000,000 |s. {г5.10,000,000 
43 State of Hamburg . . $5,000,000 $5,000,000 $5,000,000 
54 State of Bavaria, .„ . $10,000,000 $10,000,000 $10,000,000 
56 State of Prussia . . . $20,000,000 $20,000,000 $20,000,000 
59 State of Hamburg . . $12,500,000 $10,000,000 $10,000,000 
ER State of Hamburg . . £2,500,000 £2,000,000 £2,000,000 
Лабе A $110,597,143 $97,428,572 $97,428,572 
Agricultural Loans 
Bavarian agricultural co- 
operative societies. . | С М10,000,000 G M10,000,000 G M10,000,000 
и German Central Dank for 
Agriculture. . . , $25,000,000 $25,000,000 $25,000,000 
То, м 5-2 7 $27,380,952 $27,380,952 $27,380,952 
Loans of Public Utilities 
and Public Credit 
Institutions 
6 Saxon Public Works . $15,000,000 $15,000,000 $15,000,000 
14 Rhine-Main Danube Cor- 
poration . . . - $6.000,000 $6,000,000 $6,000,000 
31 Saxon State Mortgage In- 
stitution . . . . $10,000,000 $5,000,000 $5,000,000 
36 Cons, Hydro-El.Works of 
Upper Wurttemberg . $5,000,000 $1,000,000 $4,000,000 
h Berlin City Electric Co. | s frs.30,000,000 | = frs.30,000,000 | s frs.30,000,000 
52 Saxon Public Works $15,000,000 $15,000,000 $15,000,000 
66 Saxon State Mortgage 
stitution . . . . $4,000,000 $1,000,000 $1,000,000 
ТОШ We $60,785,714 $54,785,714 $54,785,714 


The total loan proposals submitted to the Advisory Council 
amounted to $410,949,147. It recommended an amount aggre- 
gating $289,444,005, and disapproved of $121,505,052 or 30 
per cent of the total amount proposed. 

In judging these results of the activity of the Advisory Council 
one must keep in mind that the aim of the German government 
from the outset was to restrict as far as feasible public foreign 
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loans. И was only natural that in attempting this the Advisory 
Council sought the point of least resistance. It did not curtail 
at all the agricultural loans. It apparently reduced the amounts 
proposed by public utilities and public credit institutions 
($60,785,714) by $6,000.000, but of this $6,000,000, not less 
than $5,000,000 were cut from the January, 1926, loan of the 
Saxon State Mortgage Institution, which in November, 1926, 
issued (with the approval of the Advisory Council) a new loan 
of $4,000,000. As to the states, they saw their total proposals 
($110,597,143) curtailed by $13,168,571, but the big states, 
Prussia and Bavaria, suifered no restriction whatsoever from 
the Advisory Council and only the small ones, Baden, Olden- 
burg, Hamburg, and Anhalt, did not obtain the full approval of 
the Council. Its main activity was directed against the loans 
of the cities and the associations of municipalities. These had 
submitted through the states loans aggregating $212,185,338, 
of which not less than $102,336,481, or 48 per cent, were dis- 
approved. Two only of the 21 municipal loans were wholly 
approved; one was changed from a Swiss francs loan into a Gold 
Mark loan; seventeen were reduced in their amounts; and one 
was wholly disapproved. It is, however, impossible to tell 
how large the actual amount of municipal loans would have 
been without the interference of the Advisory Council. Its 
attitude towards municipal loans doubtless induced some cities 
to propose the maximum amount they were contemplating 
borrowing in order to obtain consent for at least the sum which 
they urgently needed. It is moreover not likely that, for 
example, borrowers like the German Savings Banks and Clearing 
Association would have obtained as huge a loan as $63,760,500 
which they proposed to the Council. On the other hand, the 
Council by its mere existence may have discouraged loans which 
otherwise might have been planned and contracted by some 
municipalities. 

In judging the results of the operations of the Advisory 
Council, one must further keep in mind that on account of the 
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lack of a legal form of organization its scope of activity was 
rather limited: 

1. The short-term loans of the states were not all submitted 
Lo its approval. 

2. Some evasions occurred as to the municipal loans. The 
Advisory Council mentions the fact but does not name the 
cities? The prospectuses of the loans, however, furnish some 
evidence in this respect. According to the agreement between 
the states and the Reich, they had under any circumstances to 
submit to the Council all municipal short-term loans. They 
obviously did not do so in the case of the $2,000,000 One-Year 
Treasury Gold Notes of the cities of Chemnitz and Hanover. 
The prospectus of Chemnitz (whose proposal for a Gold Mark 
loan had just been disapproved by the Council) says: 

“Тһе issuance of this Note has been approved by the govern- 
mental body of the District supervising the Municipality 
(Kreishauptmannschaft), being fully authorized for this purpose 
by the decision of the District Council (Kreisausschuss) of 
October 16, 1926." 

The District Council certainly had no legal power to grant 
such authorization. The prospectus of the city of Hanover 
says: 

“Тһе issuance of this Note has been approved by the President 
of the Government District of Hanover (Regierungs-Praesident).” 

The President of the Government District of Hanover is 
certainly not “the highest state authority” of Prussia and there- 
fore would not even have had the legal power to permit the 
city to negotiate a long-term loan. 

3. Neither the loans of private companies (including the 
numerous companies of which cities, etc., own the majority of 
the stock), nor the loans of church organizations were submitted 
to the Council. 

The scope of the German government control over foreign 
loans was therefore rather small and certainly smaller than is 

£ See Denkschrift, p. 9. 
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generally believed.6 The government closely followed the 
development of foreign loans and succeeded in restricting the 
flow of credits to municipalities. 

Other governments, likewise, watched the extension of foreign 
credits to Germany. Long before any German loan was applied 
for at a New York bank, the American State Department had 
issued, on March 3, 1922, a public statement in which, after 
referring to the increasing number of foreign bond issues being 
floated in the American market, it requested that American 
bankers contemplating making foreign loans should inform the 
Department of State with reference thereto in order that the 
Department might advise the bankers as to whether there was 
or was not objection to any particular issue.” The State Depart- 
ment then likewise passed upon German dollar loans in so far 
as they were floated in America, but it apparently discouraged 
only a single loan: that of the German Potash Syndicate, 
against which the Department of Commerce protested on the 
score that potash was within the group of foreign prod- 
ucts controlled by monopolies contrary to American inter- 
ests. 

The British government, in 1924, had imposed an embargo 
on foreign loans which was only lifted in the fall of 1925. Asa 
consequence thereof, aside from the British {гапсйе (or block) 
of the Reparation Loan, no German loan was publicly offered 
in England before December, 1925, the first loan thus offered 


* The Agent General for Reparation Payments, for example, goes too far 

in his Report of November 30, 1926, in saying: “An advisory organization 

+ was constituted carly in 1925 to pass upon the borrowing programs 

of the States, municipalities and the enterprises owned or controlled by 
them." 

"Dulles, John Foster, "Our Foreign Loan Policy,” Foreign 4A fairs, 
October, 1926, p. 33. 

*Since the Department of State does not require information with 
reference to bank credits extended to foreigners, it had no opportunity of 
preventing the short-term credits granted by American banks to the German 
Potash Syndicate for financing exports. 
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being the very loan of the German Potash Syndicate which had 
been debarred from the United States.? 

The Amsterdam Stock Exchange Association had forbidden the 
listing of any German loan (aside from the Dutch tranche of the 
Reparation Loan) as long as no satisfactory agreement should 
be reached with the Dutch owners of former German bonds on 
the revaluation of those bonds. But in view of the increasing 
issue of German loans in Holland it has recently decided to con- 
sent to the listing of the bonds of such companies as do not avail 
themselves of the regulations of the German revaluation laws. 
The loan of the Peters Union, Inc., (November, 1926), was the 
first German external loan admitted to the official quotation. 

The German government thus checked only slightly the issue 
of German foreign public loans, and did not control the private 
loans; the American government debarred but one single loan 
which went to England; the British government up to the fall 
of 1925 prevented the public offering of German loans but did 
not hinder the private placing of such loans; the Amsterdam 
Stock Exchange Association prevented the official listing of 
German bonds, but did not hinder their being publicly offered. 


II. THE REPARATION PLAN AND GERMAN LOANS 


The Reparation Plan itself did not exercise a restraining 
influence upon the stream of foreign loans to Germany, although 


2 The peculiar fact that Great Britain got its start in the German loan 
business through an action of the American government and even through 
the initiative of the American bankers who as such had to deny the request 
of the Potash Syndicate, is well illustrated by a London cablegram of 
December 1, 1925, published in the Commercial and Financial Chronicle 
(Vol. 121, p. 2819), stating that J. Henry Schroder & Co. and Higginson 
& Co. (the latter being the London representative of the American bank- 
ing firm of Lee, Higginson & Co.) had announced that "in view of the 
apparent desire of the authorities in the United States to discourage the issue 
of loans secured by certain commodities not produced in America, and the 
consequent delay in connection with the American issue of the potash loan, 
it has been decided to proceed to issue the first series in London, Amsterdam, 
Zurich, and Sweden next week." 
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it might have been expected that the provisions of Article 248 
of the Treaty of Versailles would have severely hampered the 
issue at least of German state loans. The Treaty says indeed: 


Subject to such exceptions as the Reparation Commission may 
approve, a first charge upon all the assets and revenues of the 
German Empire and its constituent States shall be the cost of 
reparation and all other costs arising under the present Treaty 
or any treaties or agreements supplementary thereto or under 
arrangements concluded between Germany and the Allied and Asso- 
ciated Powers during the Armistice or ils extensions. 


The German states and their new American creditors appar- 
ently did not consider this “first charge upon all the assets and 
revenues” of the states a serious matter since, for instance, the 
contract on the State of Bremen's loan, dated September 21, 
1925, says: 

The Obligor represents that no restrictions are imposed upon 
it by the German Reich or otherwise, which would hinder or pre- 
vent it from remitting dollars to provide for the payment of interest, 
market purchase fund, and principal of the Bonds, and other 
amounts payable under this Contract. 


The Obligor represents that none of its assets or revenues are 
now pledged as security for any loan. 


This statement somewhat evades the point at issue. It may 
be true that none of the assets or revenues of the state was 
pledged as security for any loan, but they certainly are pledged 
as security for the reparation obligations, and it, therefore, 
seems doubtful whether really no restrictions are imposed 
“otherwise” which might hinder or prevent the state from pro- 
viding for the payment of amounts payable under this contract. 

The State of Hamburg in its public statements referring to its 
American loans deals explicitly with the relations of those new 
debts to the reparation obligations: 

The entire assets and revenues of the German Reich and its 
constituent states were made subject to a first charge for Repara- 


tion payments under Article 248 of the Versailles Treaty. The 
enforcement of this charge is suspended during the operation of 
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the Dawes Plan. The Dawes Plan provides that payments shall 
be made by Germany to the Reichsbank for account of the Agent 
for Reparation Payments and that certain revenues shall be specifi- 
cally pledged as security for such payments. ‘The revenues of the 
State of Hamburg are not included in the pledges required to be 
made by Germany under the Dawes Plan. (Prospectus of loan, 
April, 1926) 

The enforcement of the charges to which the assets and revenues 
of the German Reich and its constituent States were made subject 
under Article 248 of the Versailles Treaty is suspended so long 
as Germany performs its obligations under the Dawes Plan, which 
provides that certain revenues shall be specifically pledged as 
security for Reparation Payments. (Prospectus of loan, October, 
1926) 


The second wording which states that the enforcement of the 
charges is suspended “so long as Germany performs its obliga- 
tions under the Dawes plan,” is certainly more exact than the 
first wording which states that the enforcement of the charges 
is suspended “during the operation of the Dawes plan." But 
the best analysis of the situation has probably been made in the 
letter of the Saxon Minister of Finance of December 11, 1925, 
published in the prospectus of the loan to the Saxon State Mort- 
gage Institution: 


The entire assets and revenues of the German Reich and its 
constituent states were made subject to a first charge for reparation 
payments under Article 248 of the Versailles Treaty, but it is be- 
lieved that the adoption of the Dawes Plan has rendered extremely 
remote any attempt to enforce such charge against either the 
revenues or assets of the States. 


While the situation is pretty clear as to the relation of the 
reparation obligations to the state debts, the bearing of the 
reparation obligations upon the freedom of other German 
debtors to remit dollars in payment of their debts is still a matter 
of conjecture. John Foster Dulles has recently expressed the 
following view: 10 


10 Investment Bankers Association of America, Bulletin, December 30, 
1926, p. 162. 
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The Dawes Plan . . . does not . . . give the Transfer Committee 
any direct control over German foreign exchange operations. The 
Dawes Plan recognizes that an essential prerequisite to any sub- 
stantial reparation payments is restoration of confidence in Ger- 
many's financial economy and the availability of foreign capital 
and foreign credits, and that this, in turn, is dependent upon 
confidence that the German currency will be stable. It is further 
recognized that there can be no such confidence if charges so heavy 
as those contemplated by the Dawes Plan, are to fall on German 
exchange in priority to requirements for foreign exchange for 
other than reparation purposes. The Plan thus necessarily con- 
templates that the foreign exchange requirements of. Germany's 
reparation creditors should be subordinated to those requirements 
which arise from ordinary financial and commercial operations. 


Whatever may be the merits of this opinion, the investing 
public in America and other countries by its eagerness to sub- 
scribe to German foreign loans seems to prove that it does not 
anticipate any interference of the Agent General or the Transfer 
Committee with the debt service on such loans. 


ПІ. LIMITATIONS OF THE ANALYSIS 


Before entering into a further discussion, it may be useful 
to specify somewhat more definitely which foreign loans will sof 
be treated here: 

1. Mark loans. In 1924 and 1925, almost all the German 
external loans were in other than German currency. But when 
confidence in the stability of the new German mark had been 
strengthened, German credit seekers were no longer anxious to 
obtain foreign currency and foreign capitalists became willing 
to buy mark bonds. Quite a few of the German external loans 
floated in 1926, especially in Holland, were mark loans, It is 
unnecessary to discuss here the controversial question whether 
mark loans are essentially different from dollar loans. In the 
author's view, there is in theory no difference from the point of 
view of the ultimate balance of payments; the liquidation of 
mark and dollar loans alike require the export of goods or the 
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rendering of services to foreigners. But from a practical view- 
point it may at any given Lime affect the exchanges more ad- 
versely to procure dollars than to make foreign payments in 
marks. This practical consideration, however, would not 
justify the exclusion of external mark loans from this book. The 
main reason for doing so is that the foreign issues of mark bonds, 
which in many cases are only tranches of domestic issues, are 
more akin to the purchases of domestic mark bonds by foreigners 
than to the purchases of dollar, etc., bonds by foreigners. And 
since those purchases of domestic mark bonds by foreigners, 
which are probably more important than the purchases of 
external mark bonds by foreigners, had in any case to be excluded 
because nobody knows their total amount, it seemed unreason- 
able to include the probably less important external mark bond 
issues. 

2. Loans lo American companies. Usually loans granted to 
American companies for their German property are considered 
as external German loans." But since such loans in all legal 
and a good many other respects practically do not differ from 
American domestic loans, this analysis will exclude all loans 
granted to firms incorporated in an American state (or in any 
other country outside of Germany), even if most of the property 
of such firms is located in Germany. 

3. Loans to the Saar Basin. Тһе loans to the Saar Basin 
which mature in March and April, 1935," have been excluded 
because by the provisions of the Treaty of Versailles this terri- 
tory is administered by the League of Nations as trustee for 15 
years, ending in 1935, at the termination of which period it will 
indicate by plebiscite whether it desires to return to Germany. 


и For example the $15,000,000 loan to the Silesian-American Corporation 
(July, 1926), incorporated in Delaware, and the two loans of $12,500,000 
each to the Hugo Stinnes Corporation (November, 1926) and the Hugo 
Stinnes Industries, Inc. (November, 1926), both incorporated in Maryland. 

12 The $3,000,000 loan to the City of Saarbruecken (January, 1925) and 
the $4,000,000 loan to the Saar Basin Consolidated Counties (July, 1925). 
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4. Consolidation of municipal debis. Tight German cities 
which before the breakdown of the mark had incurred debts in 
Switzerland refunded those loans in November, 1926, through 
an arrangement with Swiss banks on a 5 per cent basis.” These 
Joans have been excluded because they were originally contracted 
many years ago. 

Part I of this book will briefly analyze all German external 
loans (except mark loans) wherever floated. Part II will 
fully analyze all German loans publicly offered in the United 
States. 


u Bochum 6,000,000 frs., Dortmund 1,248,000 frs., Flensburg 4,000,000 
frs., Freiburg i. Br. 2,100,000 frs., Heidelberg 4,272,000 frs., Karlsruhe 
11,024,000 frs., Krefeld 3,520,000 írs., Nuremberg 4,000,000 frs. 


CHAPTER II 
LOANS PRIVATELY PLACED 


The foreign loans of Germany were either privately placed 
or publicly offered. In both cases they were granted either for a 
short or for a long term. We will discuss in this chapter the 
loans privately placed, beginning with the short-term loans. 


I. SHORT-TERM LOANS 


There has doubtless been a constant flow of short-term 
foreign loans to Germany since the summer of 1924. But 
from July, 1925, on, prominent German credit seekers could 
easily negotiate and actually obtained long-term credits, and 
thence public interest in short-term loans slackened. Most 
of the information on short-term loans, therefore, dates back 
to the period from July, 1924, to April, 1925, and no later loan 
will be given in the following table. Even as it is, the table is 
certainly incomplete and perhaps not altogether accurate! The 
available information, in fact, is so deficient that no estimate 
will be made as to the total number or amount of the short- 
term credits granted either in that earlier or in any subsequent 
period. 

1 Similar summaries have been published in: 


The Stock. Exchange Gazette, No. 1257, Vol. XXV, p. 161, London, 
January 29, 1925; 

Wirtschaftsdienst 1925, p. 1754; 1927, pp. 246-48; 

Rheinisch-Westfaclische Zeitung, September 22, 1925; 

Magdeburgische Zeitung, November 14, 1925; 

Die Wirtschaftskurve mit Indexzahlen der Frankfurter Zeitung, 1924, 
рр. 406-7; 1925, рр. 88-89, 195. 

In preparing this table, these summaries together with other communi- 
cations in the financial and commercial press have been consulted. 
19 
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SHORT-TERM LOANS PRIVATELY PLACED 
July, 1924-April, 1925 


Borrower CREDITOR MANAGING Nomar Matu- p 
Country BANKS CAPITAL RITY RATE 
German Sugar | America Equitable $4,000,000 | 6 mo. 7M 
Industry Trust Co. 
Potash Syndi- | America |Chase National $6,000,000 
cate Bank 
Elberfeld Dye | America Dilon, Read $2,500,000 | 6 mo. 
Works, Chem- & Co. (April, 
ica! Factory 1925) 
Griesheim 
German Petro- | England £200,000 
leum Co. 
America $5,000,000 | 6 mo. 9 
Rhine - West- | America Goldman, $3,500,000 | 3 mo. 9 
phalia Coal Sachs & Со. 
| Syndicate England $1,000,000 | 3 mo. 9 
City of Berlin. | America Speyer & Co. $3,000,000 | 1 year 7 
(Nov. 15, 
1925) 
City of Cologne | America International $2,000,000 | Dec. 31, 
Accept. Bank 1925 
German Rail- America Speyer & Co. $10,000,000 ШЕ ma. 
way Co. England J. Henry $5,000,000 | Тап. 31, 7 
Schroder & Co.| (in £ sterling) |} 1926 
А. G. fuer Fein- | America $300,000 
mechanik, 
Tuttlingen 
(Surgical 
instruments) 
State al Bremen | America | Guaranty $5,000,000 | 1 year 6 
‘Trust Co. (Dec. 1, 
1925) 
Wintershall America Chase National | $10,000,000 7% 
(potash) Bank 
Leonhard Tietz | America Goldman, $1,000,000 | 1 year 7 
A. G. (depart- Sachs & Co. 
ment store) 
Rheinclbe Union | America — |Dillon, Read 
(coal, steel) & Co. 
Holland Mendelssohn $6,000,000 | 1 year d 
& Co. 
German Cable America Amrrican & $750,000 | 3 ycars 
Works Continental 
Corporation 3 years 
Calore Cathe- | Holland P 11.600,000 May 1 7 
а 1928 
Potash Industry | America Chase National $2,000,060 | 9 mo. 9 
Inc. Cassel Bank (Jan.23, 
1926) 
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The “German Sugar Industry” and the Potash Syndicate 
received their loans for financing exports. The loan to the dye 
and chemical works was to be used in payment for raw ma- 
terials and wages, and in extending trade. The proceeds of the 
loan of the German Petroleum Company were to be reloaned 
to its customers. The loan to the City of Berlin was to increase 
its liquid funds. The loan to the City of Cologne was to serve 
the construction of a new municipal harbor and industrial area, 
and the improvement and extension of the street railway system 
and other municipal public utilities. The loan to the German 
Railway Company was to increase its working capital; it was a 
"revolving credit but was never used. The loan to the State of 
Bremen was to be used for port improvements. 

Some of the loans were later refunded, for instance, those of 
the Potash Syndicate in November, 1925; the Cities of Berlin 
and Cologne in July, 1925; the State of Bremen in September, 
1925; Leonhard Tietz and Rheinelbe Union in January, 1926. 

As examples of later loans, the following may be cited: 


Date Воввомев CREDITOR MANAGING NOMINAL Maru- Deren: 
Country Banks CAPITAL RITY RATE 
July Girmes & Co. England £100,000 6 
1925 (textiles) 
Mar. Mannesmann America American & $5,000,000 | 2 years 
1926 Tube Co. Continental 
Corporation 
Dec, Dye Industry America $1,500,000 
1926 г. С. 
ec. State of Bavaria | America Bankers Trust $10,000,000 | 6 mo. 
1926 Co. 


IL. LONG-TERM LOANS 
The long-term loans privately placed were mostly placed in 
Europe. When the North-German Lloyd in August, 1924, 
borrowed £1,000,000 from the Prudential Insurance Company 
in London, the economic future of Germany still looked so 
dark that it probably would have been a risky undertaking to 
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offer such a loan to the British public. This was true although 
that loan was secured by a first mortgage on the fleet of one of 
the biggest shipping companies in the world and although the 
terms of the loan were most attractive, the rate of interest 
being 8 per cent and gradual amortizing being provided in the 
course of ten years. But as matters stood, the Bank of England 
and the British Treasury at that time discouraged practically 
all public offering of foreign loans, so that even after the success 
of the public issue of the British tranche of the Reparation Loan 
(October, 1924) one year elapsed before another German loan 
was offered for subscription to the British public, while several 
German loans — some of them quite important — were privately 
placed in England. Loans of this kind were, for instance, 
granted by British banks in December, 1924, to the Upper 
Silesian coke works (£400,000) and to the Rombach smelting 
works (£350,000). Although from the fall of 1925 on, German 
pound loans and especially tranches of German dollar loans 
were publicly offered in England, London banks continued to 
grant private long-term credits to German factories. Similar 
credits were obtained by numerous German Catholic organiza- 
tions in Holland. 

American banks pursued a different policy in granting loans 
to Germany. Once they had entered the field of long-term 
lending to Germany, they immediately offered such loans to the 
public, and it was only under quite exceptional circumstances 
that they resorted to private placing. One such case was a 
$4,000,000 loan granted in October, 1925, to the German- 
Atlantic Cable Company for the construction of the Emden- 
Azores cable. The syndicate evidently had intended likewise 
to offer this loan to the public, and official and private statistics 
indeed generally quote it as having been issued in October, 1925, 
at 94 per cent; but it was actually offered only in October, 1926, 
at 9926 per cent. Another case is the $10,815,000 loan to the 
United Steel Works, which was privately placed a few weeks 
after the public offering of a $30,000,000 loan to the same 
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offer such a loan to the British public. This was true although 
that loan was secured by a first mortgage on the fleet of one of 
the biggest shipping companies in the world and although the 
terms of the loan were most attractive, the rate of interest 
being 8 per cent and gradual amortizing being provided in the 
course of ten years. But as matters stood, the Bank of England 
and the British Treasury at that time discouraged practically 
all public offering of foreign loans, so that even after the success 
of the public issue of the British tranche of the Reparation Loan 
(October, 1924) one year elapsed before another German loan 
was offered for subscription to the British public, while several 
German loans — some of them quite important — were privately 
placed in England. Loans of this kind were, for instance, 
granted by British banks in December, 1924, to the Upper 
Silesian coke works (£400,000) and to the Rombach smelting 
works (£350,000). Although from the fall of 1925 on, German 
pound loans and especially tranches of German dollar loans 
were publicly offered in England, London banks continued to 
grant private long-term credits to German factories. Similar 
credits were obtained by numerous German Catholic organiza- 
tions in Holland. 

American banks pursued a different policy in granting loans 
to Germany. Once they had entered the field of long-term 
lending to Germany, they immediately offered such loans to the 
public, and it was only under quite exceptional circumstances 
that they resorted to private placing. One such case was a 
$4,000,000 loan granted in October, 1925, to the German- 
Atlantic Cable Company for the construction of the Emden- 
Azores cable. The syndicate evidently had intended likewise 
to offer this loan to the public, and official and private statistics 
indeed generally quote it as having been issued in October, 1925, 
at 94 per cent; but it was actually offered only in October, 1926, 
at 995 per cent. Another case is the $10,815,000 loan to the 
United Steel Works, which was privately placed a few weeks 
after the public offering of а $30,000,000 loan to the same 
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Lonc-Term Loans Privatety Pracep, 1924-1926 
Date Borrower Савштой MANAGING Now inac Млти- hers 
Country Tigus Carita RITY Rate 
Aug. North German England Prudential In- £1,000,000 | Sept. 1, 8 
1924 Lloyd surance Co. 1934 
Dec. Upper Silesian England Helbert, Wags £400,000 Dec. 74 
1924 Coke Works & Co. 1944 
Dec. |Rombach Smelt- | England British Over- £350,000 | Dec. м 
1924 ing Works seas Bank 1944 
July Benedictine Sis- | Helland Arnold Gilis- 1.200,000 | July 1, 8 
1925 ters, Tutzing sen's Bank 1935 
July Charity Union, | Ilolland Arnold Gilis- 11.1,200,000 | July 1, 8 
1925 Diocese Trier всп’; Bank 1935 
July Churches of Holy| Holland Amsterdam 8220,000 | 1935 8 
1925 Cross and St, Trust Co. 
George, Bres- 
lau 
July Catholic Congre-| Holland Я 750,000 1935 7 
1925 gations 
Duesseldorf 
Sept. English Sisters, | Holland Arnold Gilis- 8.100,000 | Oct. 1, 8 
1925 Munich sen's Bank 1935 
Oct German - Atlan- | America W. A, Harri- $4,000,000 | Apr. 1, Т 
1925 tie Cable Co. man & Co. 1945 
Dec. Jesuit Fathers, Holland  |Arnold Gilis- 9.700,000 | Jan. 1, 8 
1925 Munich sen's Bank 1932 
Dec. Universum Film | America Famous Players-| — $4,000,000 Dec. 74 
1925 Company Lasky Corp. 1935 
Metro - Gold- 
wyn Distribu-| 
ting Corp. 
Jan. | Trier Cathedral | Holland | Arnold Gilis- fi 270,000 | Jan. 1, 8 
1926 sen's Dank 1936 
Feb. Pulp Factory England Helbert, Wagg £750,000 | Jan. 1, 6% 
1926 Waldhof & Co. 1946 
Feb. Feldmuchle, England Helbert, Wagg £350,000 1936 7 
1926 А. С., (paper & Co. 
and pulp) 
Feb St. Joseph's Holland Truffino & Co, 1.220,000 | Feb. 1, 8 
1926 Home for Hague 1936 
Sailors’ Chil- 
dren, Duisburg, 
Feb. Sugar Factory England Prudential In- £500,000 | 15 yrs. 8 
1926 Klein- surance Со. 
Wanzleben 
Mar. Dominican Sis- | Holland Arnold Gilis- 11.100,000 | Mar. 1, 8 
1926 ters, Augsburg sen's Bank 1936 
Apr. St. Joseph's Holiand Arnold Gilis- 1.150,000 | Apr. 1, 8 
1926 | College, sen's Bank 1936 
Hildesheim 
Apr. St. Anne's Sis- Holland Nationale 1.100,000 | May 1, 8 
1926 ters, Munich Spaarbank, 1936 


Nijmegen 
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Тохс-Тевм Loans PRIVATELY Pracep, 1924-1926 —Continued 


INTER- 
а CREDITOR MANAGING NOMINAL MATU- T 
DATE HORROWER Country Ftgus CArITAL RITY es 
May Sisters of the Holland Truffino & Co., 160,000 | Мау 1, 8 
1926 Most Holy Hague 1936 
Virgin, Essen 
May Silesian Textile | England German Credit $1,250,000 | 1941 7 
1926 Works, Meth- & Investment 
ner & Frahne Corp. 
July St. Joseph's Holland Truffino & Co., 1.110,000 | Feb. 1, 8 
1926 Home for, Hague 1936 
Sailors’ Child- 
ren, Duisburg 
Aug. Unitel Steet America Dillon, Read $10,815,000 | July 1, 614 
1926 Works Corp. & Co. 1951 
Sent. Beuron Bene- America Lorenz Strack $100,000 | Oct. 1, 7 
1926 dictine Mon- 1936 
astery 
Nov. Colditz Earthen- | America German Credit $100,000 | Nov. 1, 7 
1926 ware Co. & Investment 1936 
Corp. 
Dec. Pulp Factory Enztznd Helbert, Wagg £250,000 | Jan. 1, 614 
1926 Waldhof & Co. 1946 
Dec. Benedictine Holland Nationale 1.450,000 | 10 yrs. 65 
1926 | | Monastery, Spaar-en 
Еиз! Emissiebank 
Dec. St. Mathias Holland Spaarnebank 4.500,000 7 
1926 Hospital, 
Rheine 
Dec. Bishopric Holland Тгоћпо & Co., f1.300,000 7 
1926 Meissen Hague 
Dec. Peters Union Holland | Willeumier, 8.800,000 | Dec. 1, 
1926 А. С. van Tyen & 1956 
van Laer 
! 
company. But the bonds privately placed soon reached such а 


circulation that they were listed on the New York Curb Market. 

Aside from such loans placed by American banks, there are 
some which were placed by other American concerns. The best- 
known loan of this kind is that of the Famous Players-Lasky 
Corporation and the Metro-Goldwyn Distributing Corporation 
to the Universum Film Company ($4,000,000). The German 
company in this case had to agree to distribute in that country 
50 pictures annually from the American companies, while the 
latter agreed to show, if possible, yearly 10 German pictures in the 
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United States. This transaction involved then so many different 
features that the loan was not fit to be offered to the public. 
Another case which has remained practically unnoticed and has 
so far not been included in any official or private statistics is 
a $100,000 loan to the Beuron Benedictine Monastery which 
was managed by a New York mortgage investment house. 

The last-mentioned loan is certainly not the only one which 
has escaped public attention, and the exact amount of privately 
placed loans will probably never be known. The table on pages 
23-24 also can make no claim to completeness? nor even per- 
haps to accuracy. It merely serves as an illustration. 

2 This table may appear meager, so far as America is concerned, if com- 
pared with those published in official and other private statistics. The 


reason is that we eliminated all the loans for which we got conclusive evidence 
that they have actually never been granted. 


CHAPTER III 
LOANS PUBLICLY OFFERED 


I, NUMBER AND TOTAL NOMINAL CAPITAL 


The first German loan publicly offered abroad in the period 
under consideration was the Reparation Loan to the Reich 
offered in October, 1924. One hundred and ten million dollars 
or about one-half of the total issue was floated in the United 
States, 12 million pounds or about one-quarter was offered in 
England, the remainder — 9.36 million pounds, 25.2 million 
Swedish kroner, 15 million Swiss francs, and 100 million lire — 
was floated in Belgium, Holland, France, Italy, Sweden, and 
Switzerland} 

Aside from this loan offered in October, 1924, there was only 
one other loan, the one granted to Krupp, which was publicly 
issued before the end of that year, 9 million dollars being floated 
in America and one million dollars in Holland. 

In 1925, altogether 44 such loans were offered, 13 being issued 
exclusively in the United States, 15 in the United States and 
Europe, and 16 in Europe alone. 

In 1926, not less than 60 such loans were offered, of which 23 
were exclusively issued in the United States, 16 in the United 
States and Europe, and 21 in Europe alone. 

Of the total of 106 loans, 36 were thus offered exclusively in 
the United States, 33 in the United States and Europe, and 37 
in Europe alone. 


"Тһе Reichsbank had to take over £320,000 in order to bring the net 
amount of the entire loan to the equivalent of 800,000,000 gold marks. 
26 
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GERMAN EXTERNAL LoANs PUBLICLY OFFERED, 1924-26 
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There was flonted in addition a second part of a loan issued before. 
® There was floated in addilion a second part of two loans issued before. 
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The total nominal capital of the 106 loans was: ? 


$658 ,800,000 = $658 ,800,000 
£37,640,000= 183,175,060 

S. Frs.97,500,000= 18,817,500 
1.31,470,000= 12,650,940 

$. Krs.25,200,000= 6,753,600 
Lire100,000,000= 4,866,500 


Total = $885,063 ,600 


The total nominal capital of the German external bonds? 
publicly offered in 1924-26 was equal to $885,063,600. The 
meaning of this impressive figure seems perfectly clear. Yet 
the reader should carefully keep in mind what it does not mean: 

1. It does not mean that the subscribers paid this amount for 
the bonds, since as a rule they paid less than 100 per cent of the 
nominal value. 

2. It does not mean that the German borrowers secured this 
amount, since on account of the bank commissions, etc., they 
obtained still considerably less than the subscribers paid. 

3. It does not mean that the German borrowers have to re- 
deem only this amount, since in many cases the borrower has 
to pay a premium in addition to the par value. 

4. Nor does the sum of all the loans represent the nominal 
capital of the bonds outstanding at the end of 1926, since some 
of the loans have in the meantime been partly or wholly 
redeemed either because they partly or wholly matured on 
account of the provisions of the original agreement or because 


* The conversion into dollars has been made as follows: 


1£ = $1.8665 
1 S. Fr. = 50 193 
1 f. - $0.402 
1 S. Kr. = 50.268 
1 Ша = $0.018665 (1/100£) 


? The term “bond” in this chapter will cover bonds, debentures, notes, 
and certificates of participation. See also Chapter VI. 
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the borrower redeemed them partly or wholly on his own free 
will — for example, in case he obtained another Joan under more 
favorable terms. 

5. Not all the bonds have actually been offered to the public; 
in some cases a part of the bonds was privately placed. 


II. SHARE OF THE VARIOUS CREDITOR COUNTRIES 


It has been stated above that out of the 106 German external 
loans 36 were exclusively offered in the United States, 33 in the 
United States and Europe, and 37 in Europe alone. But the 
preponderance of the United States appears still larger if one 
examines into the amounts issued in the various countries: 


DisTRIBUTION OF GERMAN LOANS 


United States . . $580,797,500= 65.6% 
England . . . 125,721,277= 14,2% 
Holland sx у 81,824,253— 9.2% 
Switzerland. . . 47,851,490= 54% 
Sweden ы; g 16,343,500= 1.8% 


Frane |... 14,599,500= 1.7% 
Belgium. . . . 7,299,750= 08% 
Italy. . . . . 4,866,500= 0.6% 
Germany . . . 3,307,280— 04% 
Салада . . . . 2,400,000= 0.3% 
Scotland Pe: 52,500= 0.0% 

Total . . . $885,063,600= 100.0% 


Two-thirds of the credit obtained by Germany through 
publicly offered loans came then from the United States. It 
was by far the most important creditor country for Germany. 


4 On the other hand a loan privately placed may gain a wider circulation 
than many loans publicly offered. This is certainly true of the loan of the 
United Steel Works, Series C, which was never publicly offered but is now 
quoted on the New York Curb Market. 
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Yet the part which Germany played as a debtor country to the 
United States was much less conspicuous. Her share in the 
total amount of foreign bonds publicly offered in the United 
States from October, 1924, to December, 1926, probably did 
not exceed one-fifth. 


ПТ. TYPES OF BORROWERS 


The German borrowers may be divided into nine groups: 
1. German Republic. The Federal government borrowed in 
October, 1924, a nominal capital of: 


$110,000,000 -- 5110,000,000 from the United States 
£ 12,000,000 = 58,398,000 from England 
£ 3,000,000 = 14,599,500 from France 

э С е T } 14,379,940 from Switzerland 
£ 2,500,000 = 12,166,250 from Holland 
£ 1,500,000 = 7,299,750 from Belgium 

S. Krs. 25,200,000 6,753,600 from Sweden 

Lire 100,000,000 4,866,500 from Italy 

£ 320,000 1,557,280 from German Reichsbank 


Total . . --5230,020,820 


The nomina! value of this single loan (the Reparation Loan) 
constituted then 26 per cent of the total German borrowings. 
The share of the United States in this loan was 48 per cent, 
that of England 25 per cent, those of Switzerland and France 
6 per cent each, that of Holland 5 per cent, those of Belgium 
and Sweden 3 per cent each, that of Italy 2 per cent. No 
other German external loan was issued in France, Belgium, or 
Italy. 

2. States. Seven of the 18 German states — Prussia, Bavaria, 
Baden, Oldenburg, Anhalt, Hamburg, Bremen — borrowed 
abroad in the course of the years 1925 and 1926, Bavaria and 
Hamburg being the heaviest borrowers with about 25 million 
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dollars each. Three of the loans were exclusively issued in the 
United States, five in the United States and Europe, and two 
in Europe alone. 

The total number of these state loans was ten and the total 
nominal capital equal to $97,453,000: 


$ 66,150,000 =$ 66,150,000 from the United States 


$ 1,400,000 | _ 
зде } =11,133,000 from England 
$ 7,500000 | _ 

S. Fre, 10000000 j^ 9,430,000 from Holland 
$ 3,000000 | _ | 

S. Frs. 30,000,000 J= 8,790,000 from Switzerland 
$ 1,850,000 = 1,850,000 from Sweden 


$ 100,000 = 100,000 from Germany 
Total =$ 97,453,000 


3. Provinces, Counties, and Associations of Municipalities. Five 
minor political subdivisions — smaller than states but larger 
than a single city — borrowed abroad in 1925 and 1926. The 
Province of Westphalia obtained a loan in England, the county 
of Cloppenburg in Holland. Moreover, 23 cities of Wurt- 
temberg combined for the purpose of securing a loan in the 
United States, and the same is true of seven cities of the Bavarian 
Palatinate and of 14 municipalities of Baden. The total 
nominal capital of the five loans was equal to $21,165,527: 


$16,700,000=$16,700,000 from the United States 
£ 835,000= 4,063,527 from England 
fi. 1,000,000= 402,000 from Holland 


Total =$21,165,527 
*In addition Bavaria guaranteed the loan of the Rhine-Main-Danube 


Corporation of $6,000,000 and obtained (December, 1926) a short-term 
credit of $10,000,000. 
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4. Cities. Aside from the cities which secured loans through 
associations of municipalities, there were eleven which obtained 
loans for themselves. These eleven loans were all issued in the 
United States, four being floated simultaneously in Europe. 
The total nominal capital was $57,950,000: 


$52,250,000 from the United States 
5,450,000 from Holland 
250,000 from Switzerland 


Of the eleven cities ten (all but Heidelberg) have more than 
250,000 inhabitants. Since there are 20 German cities with 
over 250,000 inhabitants, it may seem on first sight as if ten 
had not contracted external loans, but among those cities are 
Hamburg and Bremen, which contain 94 and 87 per cent of the 
total population of their respective states, as well as Stuttgart, 
which participated in the loan of the 23 Wurttemberg cities, 
Nuremberg and Koenigsberg which participated in the loan 
of the German Savings Banks and Clearing Association, and 
Stettin, which as owner of all the shares of the Stettin Public 
Utilities Company takes part in the loan granted to that Com- 
pany. 

5. Public Utility Corporations. Eighteen German public 
utility corporations contracted 21 external loans in 1925 and 
1926, 14 of those corporations being electrical companies, 
while four serve somewhat broader or different objects: the 
Stettin Public Utilities Company (controlling the utility com- 
panies supplying that city with electric light and power, gas, 
tramway, and water services), the German-Atlantic Cable 
Company, the Berlin Elevated and Underground Railways 
Company, and the Rhine-Main-Danube Corporation (created 
to carry out the construction of a canal from Aschaffenburg 
to Passau). Twelve of the 21 loans were exclusively issued 
in the United States, seven in the United States and Europe, 
and two in Europe alone. The total nominal capital of the 21 
loans was equal to $136,856,000: 
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$116,000,000 =$116,000,000 from the United States 


$ 9,350,000) _ 
S. Frs. epe = 11,280,000 from Holland 
$ 1,500,000) _ : 
S. Frs. Pepe = 7,676,000 from Switzerland 
$ 825,000 = 825,000 from England 
575,000 = 575,000 from Sweden 
400,000 = 400,000 from Canada 


100,000 = 100,000 from Germany 
Total --9136,856,000 
6. Industrial Corporations, Twenty German industrial com- 
panies or associations of companies have contracted 24 loans 
abroad. Only five of these loans were issued exclusively in the 
United States, ten in the United States and Europe, and nine in 
Europe аюпе. The total nominal capital of the 24 loans was 
equal to $246,387 813: 
$146,862,500 =$146,862,500 from the United States 
ео = 50,291,750 from England 
$ 18,500,000) 


£ 1,625,000}= 28,820,063 from Holland 

fl. 6,000,000) 

S 4,925,000) 

£ 1,700,000;— 13,801,050 from Switzerland 

f. 1,500,000) 

i Em = 4,059,950 from Sweden 

$ 2,000,000 = 2,000,000 from Canada 
500,000 = 500,000 from Germany 

52,500 = 52,500 from Scotland 


Total --5246,387,813 
7. Public Credit and Savings Institutions. Four credit institu- 
tions (the Central Bank for Agriculture, the Municipal Bank of 
the State of Hessen, the Saxon State Mortgage Institution, and 
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the Provincial Bank of Rhineland) and the German Savings 
Banks and Clearing Association have contracted six loans 
abroad: none exclusively in the United States, five in the United 
States and Europe, and one in Europe alone. The total nom- 
inal capital of the six loans was equal to $65,544,600: 
$48,935,000 =$48,935,000 from the United States 


$ 6,255 M 
» » = Т 
Я. 5,800,000 8,586,600 from Holland 
$ 2,100,000) _ қ 
A. 2,500,000] ^ 3,105,000 from Sweden 
S e E 
A. 4,000,000! ^ 2,858,000 from Switzerland 
8 1,050,000 = 1,050,000 from Germany 
$ 1,010,000 = 1,010,000 from England 


Total =$65,544,600 


8. Private Commercial Companies. Two department stores, 
one shipping company, and one real estate company obtained 
loans in the United States. The total nominal capital of these 
four loans was $14,000,000. 

9. Religious and Welfare Organizations and Institutions. 
Nineteen religious organizations (the Catholic and the Protestant 
Welfare Institutions in Germany, the Catholic Church in 
Bavaria, one archbishopric, several bishoprics, monasteries, etc.), 
one housing association, one sick fund, and one other local 
welfare institution have contracted 24 loans abroad. Only 
two of these loans were exclusively issued in the United States, 
one in the United States and in Holland, 20 in Holland alone, 
and one in Switzerland alone. The total nominal capital of 
these 24 loans was $15,685,840: 


$ 9,900,000 =$ 9,900,000 from the United States 


$ 1,400,000) _ 
$.10.670,000/ = 5,689,340 from Holland 
S.Frs. 500,000 — 96,500 from Switzerland 


Total =$15,685,840 


Loans ACCORDING TO BORROWERS AND CREDITOR COUNTRIES 


CREDITOR COUNTRIES 


Borrowers zo — 
UNTTED STATES ENGLAND Ноллюо SWITZERLAND SWEDEN Tora. 
$ $ $ $ $ $ 
German Republic . . . | 110,000,000 58,398,000 12,166,250 14,379,940 35,076,630« | 230,020,820 
Stats s . . . ooa 66,150,000 11,133,000 9,430,000 8,790,000 1,950,000» | 97,453,000 
Provinces, counties, еіс. . 16,700,000 4,063,527 402,000 — — 21,165,527 
Cities . . . . .. 52,250,000 — 5,450,000 250,000 — 57,950,000 
Public utility corporations 116,000,000 825,000 11,280,000 7,676,000 1,075,000¢ | 136,856,000 
Industrial corporations , 146,862,500 50,291,750 28,820,063 13,801,050 6,612,4504 | 246,387,813 
Public credit, etc., inst. 48,935,000 1,010,000 8,586,600 2,858,000 4,155,000« | 65,514,600 
Private commercial comp . 14,000,000 — — — — 14,000,000 
Religious, etc., organizations 9,900,000 — 5,689,340 96,500 — 15,685,840 


Total. . . . . |$580,797,500 |5125,721,277 | $81,824,253 | $47,851,490 аг $885 ,063,600 


a Including $14,599,500 from France, $7,299,750 from Belgium, $4,866,500 from Italy and $1,557,280 from the German Reichsbank. 

‘Including $100,000 from Germany. 

“Including $100,000 fram Canada and $100,000 from Germany. 

Including $2,000,000 from Canada, $500,000 (rom Germany, and $52,500 from Scotland. 

* Including $1,050,000 from Germany. 

/ Including $14,599,509 from France, $7,299,750 from Belgium, $4,866,500 from Italy, $3,307,280 from Germany, $2,400,000 from Canada, and 
$52,500 from Scotland. 
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The importance of these various groups of borrowers thus 
differed very widely. Their share in the total nominal capital 
of all loans was as follows: 


Industrial corporations . . . . . . 28% 
German Republic. . . . . . . . 2% 
Public utility ML денін ха nos uw 19% 
States . . . . . 1% 
Public credit and ading: institutions . . 7% 
Cities . . . о № өк 4.» 406 
Provinces, counties, ate & ii . xw 205 
Religious and welfare т ЕЙ інге s o4 5200 
Private commercial companies . . . . 2% 


Industrial corporations played the largest part in the credits 
granted by the United States and Holland, while in the case of 
England, Switzerland, and Sweden, the loan to the Reich 
exceeded the loans granted to each other group of borrowers. 
The share of the United States in the nominal capital borrowed 
by the various groups was as follows: 


Private commercial companies . . . . 100% 
Cities . . „ж T 90% 
Public utility corporations Nas > owe 89% 
Provinces, counties, etc. . . . .. 19% 
Public credit and savings institutions є ме 15% 
States . . .. . 68% 
Religious and vine О 22. 63% 
Industrial corporations . . . . . . 60% 
German Republic. . . . . . . . 48% 


1V. AMOUNT OF THE INDIVIDUAL LOANS 


By far the largest loan was the Reparation Loan to the Reich 
with a nominal capital of $230,020,820. The next loan in size 
was the loan to the German Potash Syndicate with $58,398,000; 
then followed the loan of the United Steel Works amounting to 
$30,000,000. There were: 
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9 loans of 20 millions or more. 

7 loans of 12 or 15 millions. 

9 loans of 10 millions. 

12 loans of more than 5 but less than 10 millions. 
7 loans of 5 millions. 

12 loans of more than 3 but less than 5 millions. 
12 loans of 3 millions. 

13 loans of more than 1 but less than 3 millions. 
25 loans of 1 million or less. 


The nominal capital of one-half of the loans was $4,000,000 
or more, and this upper group included most of the loans to the 
states, the industrial corporations, and the public credit and 
savings institutions. On the other hand, most of the loans to 
the religious and welfare organizations were $200,000 or less. 

The average nominal capital of all the loans was $8,349,657. 
If one excludes the loan to the Reich, it was $6,238,503. 


MINIMUM, MAXIMUM, AND AVERAGE LOAN 


Nus- Момімлі CAPITAL ОР Loan 
BoRROwERS DER 
Loans Morus Мламом AVERAGE 
Dorrars DorraARsS DorraRS 
German Republic . . 1 | 230,020,820 | 230,020,820 | 230,020,820 
States. . . . s « 10 2,000,000 | 20,000,000 9,745,300 
Provinces, counties, etc. 5 402,000 8,400,000 4,233,106 
Ciües & co xo 11 1,500,000 | 15,000,000 5,268,182 
Public utility corp. . . 21 1,000,000 | 20,000,000 6,516,952 
Industrial corporations . 24 60,300 | 58,398,000 10,266,159 
Public credit, etc., inst. . 6 3,600,000 | 25,000,000 10,924,100 
Private commercial comp. 4 1,500,000 6,500,000 3,500,000 
Religious, etc., organiza- 
CONS Hrs.“ ож у 4 24 20,100 5,000,000 653,577 


Total. . . . | 106 20,100 | 230,020,820 8,349,657 


Loans ACCORDING TO AMOUNT AND BORROWERS 


BRON: Ропис Invus- Tuntic PRIVATE | котор 
AMOUNT Reıcn | STATES ANEEN, Cites Urmity TRIAL CREDE Couure- | Orcan. TOTAL 
Counties, Conr. Conr. Instit. CIAL ETC. 
ETC. Я 7 ЕТС. Co's. Ў 
Under $1,000.000 . . . = = 1 = = 4 ei — 19 24 
$1,000,000 to $3,000,000 . = 1 - 4 4 1 — 1 3 14 
$3,000,000 to $4,000,000 . = I 1 1 4 3 1 2 1 14 
$4,000,000 to $5,000,000 . — — 2 | 4 1 2 — = 10 
$5,000,000 to $10,000,000 — 3 І 3 4 5 1 1 1 19 
$10,000,000 to $20,000,000 | — 4 = 2 4 6 — — 16 
$20,000,000 or more . . 1 1 — — 1 4 2 — -- 9 


Total Ж... 1 10 | 5 11 21 24 6 4 24 106 
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Issues ACCORDING TO AMOUNT AND CREDITOR COUNTRIES 


AMOUNT 


Under $100,000 

$100,000 to $500,000 
$500,000 to $1,000,000 
$1,000,000 to $2,000,000 
$2,000,000 to $3,000,000 
$3,000,000 to $4,000,000 
$4,000,000 to $5,000,000 
$5,000,000 to $10,000,000 
$10,000,000 to $20,000,000 . 
$20,000,000 or more . 


Total 


STATES ENGLAND Harrasn 
— 1 10 
- 6 15 
— 3 10 

6 = 17 
9 — 7 
15 1 4 
7 2 2 
20 1 — 
14 1 1 
2 2 - 
13 17 66 
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The largest issue in any country was the $110,000,000 tranche 
of the Reparation Loan offered in the United States; next came 
the $58,398,000 tranche of that loan floated in England (£12,- 
000,000), and then the $30,000,000 issue of United Steel Works 
bonds in the United States. 

There were altogether: 


22 issues of 10 millions or more. 
25 issues of 5 to 10 millions. 

33 issues of 3 to 5 millions. 

55 issues of 1 to 3 millions. 

79 issues of less than 1 million. 


The nominal capital of one-third of the 214 issues was 
$3.000,000 or more. This upper group included four-fifths of 
the American and two-fifths of the English issues as well as the 
French, the Swiss, the Dutch, the Belgian, the Swedish, and the 
Italian tranche of the Reparation Loan, but no other Swedish 
issue and only few of the other Dutch and Swiss issues. While 
there was not a single issue of less than $1,000,000 in the United 
States, our records show 35 such small issues in Holland and 44 . 
in other countries. 


TABLES 


The following tables deal with all German loans publicly offered 
in foreign countries from 1924 to 1926. So far as they refer to loans 
issued in the United States, they are mainly based on the prospectuses, 
and on additional information directly obtained from the issuing 
houses. Ав to the loans floated in other countries, we could likewise 
use 10 a large extent the prospectuses, but had in part to rely on the 
information contained in German, Swiss, and Dutch economic reviews 
(YWirtschaftsdienst, Dic Wirtschaftskurze, Monatsberichte des Schweiseri- 
schen Bankeereins, Monthly Review of the Rotterdamsche Bankver- 
eeniging, etc.) and in the German press. 

Table I gives for each German foreign loan: (1) the date of offering; 
(2) the borrower; (3) the creditor country; (4) the managing banks; 


(5) the nominal capital by countries; (6) the maturity; (7) the rate 
of interest; (8) the price of issue. 
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А few explanatory remarks will facilitate the study of this table: 

All data referring to countries other than the United States are 
printed in italics. 

The loans wholly or partly issued in the United States are indicated 
by numbers, those issued exclusively in other countries by letters. 

'The loans are given in chronological order according to the date 
on which they were offered. In case sections of one loan were offered 
at different dates, they are recorded under the same number. 

When the date of offering did not appear in the prospectuses, wc 
have taken it, for the loans issued in America, from the "Standard 
Corporation Records"; for the issues in other countries from the 
listing applications to the New York Stock Exchange and other 
sources. 

None of the available documents contains reliable and compre- 
hensive information on the distribution of the individual loans among 
the various issuing countries. "The loan contracts and the indentures 
securing the loans, as a rule, do not touch this point; the prospectuses 
and the listing applications only incidentally mention one or the other 
fact. The data given in official and private statistics, in the reports 
of American and forcign banks, and in the commercial and financial 
press are most conflicting and by no means complete. We tried to 
obtain accurate figures from the managing banks, and this attempt 
was on the whole successful. But in Continental Europe fre- 
quently only part of a loan is publicly offered while another part, 
and perhaps the major part, is privately placed. It is indeed 
not a rare occurrence that the bulk of a German foreign loan is 
publicly offered in the United States, another tranche publicly offered 
in a European country, a third tranche partly publicly offered, partly 
privately placed in another European country, while a fourth and 
perhaps a fifth anche are privately placed elsewhere. In answering 
our question as to the distribution of the loans among the various 
issuing countries, some houses apparently included in the American 
tranche small amounts privately placed in some European country 
while others gave the full details. The over-valuation of the American 
share which prevails in all other existing presentations has thus to a 
large extent, but not completely, been eliminated in our tables. Our 
figures for the United States are still a trifle too high. 

We mention here for each issue only one managing bank, although 
in some cases two or more houses may possibly be joint managers. 
In gathering this information we were assisted by George W. 
Edwards, Director of the Institute of International Finance in New 
York. 
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Table II summarizes Table I by months and by countries of issue. 
In case sections of one loan were offered at different dates, the various 
sections were assigned to the actual months of issue, the date of 
offering in the leading country being considered as the decisive one. 

Table III summarizes Table I by groups of borrowers and by 
countries of issue. 

Table IV shows the loans in the order of their amount and according 
to the groups of borrowers. 


—— —— RR ния 


No. 


I. GERMAN Ғовғісх BORROWINGS, 1924 — 1926" 


Date or Borrower CREDITOR 
OFFERING Country 
Oct. 14, 1924(German Republic America 
Oct, 14, 1924 England 
да. 1924 Belgium 
да. 1924 Bolland 
Oa. 1924 France 
Oct. 1924 Italy 
Sweden 
Oct. 1924 Switzerland 
Oct. 1924 ° 
= Germany 
Dec. 29, 1924|Fried. Krupp, Ltd. America 
Jan. 1925 Holland 
Jan. 10, 1925| August Thyssen Iron and |America 
Steel Works 
Feb. 3, 1925 ‚Holland 
Jan. 26, 1925[General Electric Co. America 
Sweden 
Switzerland 
England 
Scotland 
Jan. 27, 1925|Siemens & Halske A. G., [America 
Siemens-Schuckertwerke 
С. м. b. H. 
Feb. 1025 Holland 
Jan. 27, 1925|Siemens & Halske A. G., [America 
Siemens-Schuckertwerke 
С. m. b. H. 


МАхАСІХС DANKS 


J. P. Morgan & Со. 
Bunt of England 
Société Nationale de 

Crédit а l'Industrie 
Hope & Co. 
Lazard Frères & Co. 
Banca d'Italia 
Stockholms Enskilda Bank 
Credit Suisse 

e ia 


Reichsbank 
Goldman, Sachs & Co. 
Pierson & Co. 


Dillon, Read & Co. 
Mendelssohn & Co. 


National City Co. 


Dillon, Read & Co. 


Mendelssohn & Co, 
Dillon, Read & Co. 


Nominat 
CAPITAL 


Matvrity 


$110,000,000| 
£12,000,000 
1,200,000 


£2,500,000 
£3,000,000) 

Lire 109,900,000) 
S.Krs. 25,200,000 
2,560,000 

S.Frs. 15,000,000 
£320,000} 
$9,000,000) 
$1,000,000) 
$11,000,000! 


$1,000,000 
$9,662,500 
$100,000 
$100,000| 
555,000 
852,500 
$4,250,000 


$750,000 
$4,250,000 


Oct. 


Jan. 


“АП data referring to countries other than the United States are printed in Italics. 


15, 1949 


” 


15, 1929 
. 


1, 1930] 


15, 1945 
ы 


RATE оғ 
ІмтЕвевт! 


эачачачача зач 


uuu 


ux 


Price OF 
1550Е 


92 
92 
92 


92 
22 
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er 


1. Gersan FonEiGN BORROWINGS, 1924-1926—Continued 


Dark or CHEDITOR 
No. OrrERING Bongowra Country 
Feb. 1925 Holland 
6 |Feb. 3, 1925 Saxon Public Works America 
Sweden 
7 [March 16, 1925|Electric Power Corp. America 
Sept. 23,1925| " x. " America 
o |April 6, 1925|St. John's Church, Hamborn Holland 
b |June 15, 1925| Roman Catholic Church in (Holland 
Bavaria 
R July 2, 1925] City of Herlin America 
9 July 25, 1925 City of Cologne America 
July 1025 Holland 
10 Aug. 26, 1925|City of Munich America 
11 |Sept. 16, 1925|German Central Bank for | America 
Agriculture 
Sept. 28, 1026 Holland 
|Streden 
Switserland 
England 
12 |Sept. 22, 1925|State of Bremen America 
Sept. 28, 1926 Holland 
Swilseriand 
Nov. 19,1925) " " a America 
Мат. 25, 1925 Holland 
Switzerland 
13 |Sept. 28, 1925/State of Bavaria America 
Oct. 9, 1925) Holland. 
Sieden 
Encland 


MANAGING BANES 


Mendelssohn & Co. 
National City Co. 


Harria, Forbes & Со. 
Піптгіз, Forbes & Co. 
Nederlandsche 
Landbawvbank 
Spuarne-Bank, Haarlem 


Speyer & Co. 
Blair & Co. 

Pierson & Co. 
Harris, Forbes & Co. 
National City Co. 


Amsierdamsche Bank 
Stockholms Enskilda Bank 


Guaranty Trust Co. 
R. Mees & Zoonen 
Crédit Suisse 
Guaranty Trust Co. 
К. Mees & Zoonen 
Crédit Suisse 

Harris, Forbes & Co. 
De Twentsche Bank 


$8,700,000| Aug. 1, 1926-15 


$18,510,000|Sepi. 15, 1950 
83,590 оо) М 
1,500,000) ° 


$1,090,000). x 
$100,000 
$7,500,000|Sept. 1, 
$1,400,900) Ж 
41,000,000 . 
$3,750,000|Sept. — 1, 


NOMINAL Nike 
CARNIVAL, MATURITY 
8220000 Jan. — 1, 1935 T 
$14,900,000] Feb. 1, 1915 7 
$100,000) T 7 
$5,000,000 March 1, 1950] 6% 
$2,500,000| March 1, 1950] 6% 
ЛО April 15, 1935 7 
f1.3,000,000\Futy 1, 1930) 7 
$15,000,000) April 1, 1950 614 
$8,000,000] March 15, 1950 ви 
2,000,000) x a 


Rate or [Price or 
INTEREST) Issue 


АМУКЯЯО OL SNVOT NVODUÜIIV 


m^ 


14 


22 


23 


Sept. 


Sept. 


Sept. 
Nov. 


1925 
1925 


1985 
6, 1925 


5, 1925 


9, 1925 
20, 1925 


26, 1925 
27, 1925 
28, 1925 


2, 1925 
1926 


10, 1925 
12, 1925 


18, 1925 


18, 1925 


| Bishopric Speyer 

Benedictine Monastery, 
Lambach 

Franciscans Waldbreitbach 


» . 


Rhine-Main-Danube Corp 


Rudolph Karstadt 
St. John's Congregation, 
Leutesdorf 
City of Duesseldorf 
City of Heidelberg 
Wurttemberg 
Associated Municipalities 
Hamburg Electric Company’ 
Ss. Peter and Paul's Church 
Eschweiler 
State of Oldenburg 
Rhine-Westphalia Electric 
Power Corp. 


Municipal Bank of tbe 
State of Hessen 


18, 1926| Berlin City Electric Co. 


1985) 


20, 1925|Good Hope Steel and Iron 


Works 


Holland 
Halland 


Holland 
Holland 


America 
Holland 
England 
Sweden 

America 
Holland 


America 
America 
America 


America 
Holland 


America 
America 


Holland 


Switzerland 
Sweden 
America 


Holland 
Switzerland 
Holland 
America 


Nederlandsche 
Landbouwbank 

Nederlandsche 
Landbowwbank 

Lee, Higginson & Co. 


Dillon, Read & Со. 
N. V. Metabank, Nijmegen 


Ames, Emerich & Co, 
Е. 1. Lisman & Co. 
Blair & Co. 


Blyth, Witter & Co. 

Nationale Spaarbank, 
Nijmegen 

Ames, Emerich & Co. 

National City Co. 


Rolterdamsche 
Bankverceniging 


Dillon, Read & Co. 


Crédit Suisse 
Pierson & Со. 
Lee, Higginson & Co. 


1.300000] Sept. 


J1.300,000| Se pt. 


Oct. 


225,000] N ov. 


$1,750,000 
$1,500,000 
$8,400,000) 


$4,000,000 
41.350,000| 


$3,000,000 
$8,400,000 


31,000,000. 


$256,000 
$3,220,000) 


$380,000; 

S.Frs. 20,000,000 
S.Frs. 10,000,000) 
$6,500,000, 


Sept. 
July 
Nov. 


Nor. 


Nov. 


Nov 


Nov. 


Oct. 


Sept. 


Nav. 


Nov. 


1, 1930 
1, 1936 


. 1, 1926-45 
1, 1950 
‚ 1, 1926-45 


1, 1935 
1, 1985 


. 1, 1926-45 
1, 1950 


. 1, 1926-15 


1, 1940) 
B 


15, 1945 


© о 


ач е 


м 


sus 


эз 


ux 


100 


100 


11% 


97 
100 


100-9374 
9834 
100.48- 
93.90 
95% 

97 


1001-9374 
94 


94 
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J. GERMAN FOREIGN BORROWINGS, 1924-1926—Continued 


No. 


ы Вовяожга Сартов MANAGING BANKS 
Пе. 15, 1922 Holland Mendelssohn & Co. 
Feb. 11, 192 America Lee, Higginsan & Co. 
Now. 20, 1924151. Joseph's Society, Bigge Holland Haagsche Banktereeniging 
Nov. 24, 1925|Спу of Dresden America Speyer & Со. 
Dec. — 1,1923 Holland Teixeira de Mattos Bros. 
Nov. City of Frankfort America Speyer & Co. 
Dec. £ Holland Mendelssohn & Co. 
Nov. 23, 1925|Westphalia United Еіссігіс|Атеғіса | |бреуег & Co. 
Power Corp. 
Dec. 2 Holland 
Nor. 25, 1928151. Stephen's Union, Holland (N. V. Metabank, Nijmegen 
Crefeld 
Мау. 27, 1925/City of Duisburg America Harris, Forbes & Co. 
Dec. 1, 1925|Franciscan Sisters, Holland Nationale Spaarbank, 
Waldbreitbarh Nijmegen 
Dec. 8, 1925|Canisiws College, Holland Nederlandsche 
Luedinghausen Landbouchank 
Dec. 8, 1925|Polash Syndicate of Germany|England J- Henry Schroder & Co. 
Switzerland |Credit Suisse 
Dec. B, 1925) Holland Hope & Co. 
Sweden Stockholms Enskilda Bank 
May 20, 1920) 7 re 5% England J. Henry Schroder & Co. 
May 1926 Holland ^ |Hope& Co 
Dec. 9, 1925|General Electric Co. America Natianal City Co 
De. 10, 1825|Osram С. т. b. H. Holland Amsterdamsche Bank 
ISueden Stockholms Enskilda Bank 
Switzerland 
Dec. 1, 1925jHamburg-American Line |America Speyer & Co. 
Dec. 18, 1925|United Industrial Corp. America Harris, Forbes & Co. 


NowiNAL 
CAPITAL Maturity 
4$1,000/0010.1..— 16, 1945 
$2,500,000]0ct. 15, 1945 
1.500, POM Dec. 1, 1935 
$3,750,000] Хоу. 1,1945 
$1,250,900) ° 
$2,800,000/Oct. 1, 1926-45 
$1,200,000|0ct. 1, 1935-46) 
$7.000,000! Dec. 1,1950 
$500,000 М 
flizapoo\Dec, 1, 1983 
$3,000,000] Nov. 1, 1926-45 
Лз) Dec. — 1,1040] 
1.20560] Хот. 15, 1930) 
£5,000,000|N от. 1, 1950 
1,200,000 ° 
£1,009,000| ® 
£300,090) a 
£3,500,006 Мот. 1, 1950 
£200 0060 ы 
$10,000,000|Dec. 1, 1940 


$3,000,000 Dec. 1, 1926-50 
41,006,000 = 
$1,990,090 » 
$6,500,000 Dec. 1, 1928—40 


$6,000,000| Dec. 1, 1945 
1 


Price or 
Issue 


КАТЕ oF 
INTEREST 


9134 
92 
100 
9% 
54 


on 


сес ао ач m 


oF 


ANVINATD OL SNVOT NVODPIKV 


Bus 


32 


33 


Dec. 
Dec. 
Jan. 


Jan. 


Jan. 
Feb. 


Jan. 
Feb. 


Feb, 


Feb. 
Feb. 


Feb. 
Feb. 


March 1, 1926 


‚Aug. 
Sept. 


18, 1925 Textile Trades Corporation 

21, 1925 | Bishopric Osnabrueck 

15, 1926|Saxon State Mortgage 
Institution 


25, 1926] Consolidated Munici- 
palities of Baden 

26, 1926 Rheinelbe Union 

5, 1908 


78, 1926|Leonhard Tietz 
1, 1926)Sachsen-Anhalt Electric Со. 


England 
Holland 
America 


Switzerland 
Holland 
America 


America 
Holland 
England 
Салада 


Sweden 
Switzerland 


America 
America 


2, 19%6|Cons. Hydro-El. Works of|America 


Upper Wurttemberg 
3, 1926 |Silesin Electric Corp. 

4, 1926| Bavarian Palatinate 
Consolidated Cities 
8, 1926| Berlin City Electric Co. 


America 
America 


America 


23, 1926|Germnn Savings Banks and America 


Clegring Association 


19, 1926 » 
7, 1926 


Holland 
Germany 
England 
Sweden 

America 
I oliand 
Germany 


Helberi, Wage & Co. 
Th. Kocken, Utrecht 
National City Co. 


Blyth, Witter & Co. 


Dillan, Read & Co. 
Mendelssohn & Co. 


J. Henry Schroder & Co. 


Dominion Securities 
Cor poration 

Skandinaviska K redit- 
Aktiebolaget 


Lehman Brothers 
F, J. Lisman & Co. 


W. A. Harriman & Co. 


Harris, Forbes & Co. 
Ames, Emerich & Co. 


Hallgarten & Co. 
Harris, Forhes & Co. 
Mendelssohn & Co. 


Harris, Forbes & Co. 
Mendelssohn & Co. 


£1,000,000|Qct. 1, 1945 
fi210,000 Jam. — 8,1981 
$4,800,000 | Dec. 1, 1945 
$150,000) £ 
$50,000 * 
$4,500,000) Тап. 1, 1951 
$15,950,000/Jan. 1, 1946 
$3,500,000 x 
$3,050,000) a 
$1,006,000) » 
41,000,000 d 
$500,000 т 
$3,000,000|Jan. 1, 1946 
$1,000,000|July 1, 1926 (0 
Jan. 1, 1928 
$4,000,000|Jan. 15, 1956 
$4,000,000|Feb. 1 1946 
$3,800,000| Jan. 1, 1927 to 
Dec. 31,1945 
$2,000,000|Feh. 1, 1929 
$1,000,000|Fcb. І, 1028 
$12,250,000 Feb. 1, 1947 
$1,600,000} E: 
$500000 ы 
$460,000 з 
£500,000) 
$6,350,00C [Feb. 1,1947 
$500,000) А 
$500,000) 


son 


xu S 


94 
9 


Qm: ATOITANd SNVOT 


и 


Orr! 


March 
March 


March 
$ |Morch 


April 
43 {April 


April 
May 


44 


s [April 


s Арт 
45 |May 


46 |May 


DATE or 


ERING 


2, 1926 
10, 1926 


8, 1926 


$1, 1926 


15, 1926 
27, 1926 


29, 1926 
6, 1924) 


30, 1926) 


1926) 


13, 1926 


17, 1926 


1. German Foreicn Borrowines, 1924-1926—Conlinued 


Borrowrr 


City of Leipzig 


Roman Catholic Church in 
Bavaria 

Gustav W’auer Foundation, 

Reutlingen 


"|АҙШ 8, 19201 State of Baden 


State of Hamburg 


сег Steel Corp. 


Sisters of Charity, 
Paderborn 
Carl Zeiss Corp. 


State of Anhalt 


Mansfeld Mining and 
Smelting Co. 


Carpitor 
Country 


Sweden 
England 
America 
Holland 
Switzerland 
America 


Switzerland 


Suitzerland 
Holland 


America 


America 
Holland 


Sueden 
Germany 
Switzerland 
Holland 


Holland 
Stmitzerland 
America 


Sweden 


America 


MANAGING DANES 


Speyer & Co. 

Teixeira de Mattos Bros. 
Crédit Suisse 

Howe, Snow & Bertles 


Credit Suisse 

Nederlandsche Handel- 
Maatschappij 

International Acceptance 
Bank 

National City Co. 

|Amsterdamsche Bank 

Stockholms Enskilda Bank 


У. V. Metabank, Nijmegen 


Nederlandsche. Handel- 
Afaatschappij 


A. G. Becker & Co. 


Brown Brothers & Co. 


NowinaL 
Сагітлі. 


$260,000 
$100,000 
$3,750,000) 
$1,000,000) 
$200,900 
$5,000,000 


S.F rs. 500,000 


$.Frs. 80,000,000) 
S.Frs. 10,000,000 


$5,000,000 


ЛЗ 200,000! 
Лл 500,000) 
$1,750,000 
$250,009) 


$2,500,000, 


Матишту 
Feb. 1,1947 
. 

Feb. 1, 1947 
. 


March 1, 1946 


March 31, 1946) 


May 1, 1927 
April 1, 1946 
- 

- 

Мау 1,1936 
1948 


Mar. 1, 1927-46 


May 1, 1941 


RATE or 
INTEREST 


Price oF 
Issue 


101-0374 
102.11- 
25.98 

9314 


——————————————————————————————————————————— 
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48 
49 


50 
51 


53 


Мау 
May 


May 


June 
June 
June 


June 


June 
June 


July 
June 
June 


July 
July 


шу 
July 


July 


21, 1926) 
20, 1926 


1986} 


2, 1926 
11, 1926 
12, 1926 


16, 1926 


26, 1926 
29, 1926 


6, 1928 
1096 
1926 


1, 1926 
18, 1926 


1, 1926 
1, 1926 


7, 1926 


Holland 
Robert Bosch A. С. Holland 
Switzerland 
Provincial Bank of Holland 
Rhineland 
Switzerland 
Sweden 
Stettin Public Utilities Co.|America 
Miag Mill Machinery Co. |America 
August Thyssen Iron and |America 
Steel Works 
Holland 
Gerresheim Glass Works Holland 


United Steel Works Corp. |America 


Roman Catholic Church} America 
Welfare Institutions in 
Germany 

‚Holland 

Benedictine Monastery Holland 
Nieder-Altech 

Archbishopric Cologne Holland 

Saxon Public Works America 

Holland 
Switzerland 
|Sueden 
Germany 


Franciscans Waldbreitbach \Holland 


German Heat Conservation 
Co., Dortmund 

Mannheim and Palatinate|America 
Electric Ca.'s 


Holland 


Amsterdamsche Bank 
Amsterdamsche Bank 


Mendelssohn & Co. 


Harris, Forbes & Co. 
F. J. Lisman & Co. 
Dillon, Read & Co. 


М. V. Engelsch-Hollandsche 


Bank & Handel-Maat- 
schappij 
Dillon, Read & Co. 
Howe, Snow & Bertles 


Teixeira de Mattos Bres. 
Arnold Gilissen's Bank 


|Spaarne-Bank, Haarlem 

National City Со. 

Nederlandsche Dandel- 
Maalschappij 


Nederlandsche 
Landbouwbank 
Truffino & Со. Hague 


А. С. Becker & Со. 


5500,000| Мау 1,1941 
31,500,000|Әсі. 1, 1950 
$1,500,000 с 
41.5,800,000 1945 
14,000,000 T 
f1.2,500,000 ” 
$3,000,000] April 1,1946 
$3,000,000! June 1, 1956) 
$4,500,000) Dec. 1, 1926 

$500,000. ” 

21.750,000|Јипе 1,1931 
$30,000,000) June 1, 1951 
$2,400,000) June 1, 1916 
$600,000) = 
11.150,000 1938 
1-200,0001 1932 
812,275,000|Мау 1, 1951 
$2,000,000) a 

$450,000 T 

$176,000) ” 

$100,000 . 

41.860,000 J uly 1 1936] 
41150,000 Ушу 1, 1538) 
$3,000,000|June 1, 1941 


9914 
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I. GERMAN FOREIGN BORROWINGS, 1924~1926—Continued 


CREDITOR 


Date or 
No. Orrruisa ВОИ Country 
в July 9, 195% Province of Westphalia England 
ce (шу 14, 1926|Lech Flectric Works, Switzerland 
Augsburg 
54 |July 10, 1926|State of Havaria ‚America 
Holland 
Switzerland 
Sweden 
England 
dd July 22, 1920 Caunty of Cloppenburg Holland 
55 July 27, 1926 Oberpfalz Electric Power America 
Corp. 
ec (July 1926|Dominican Sisters Speyer |ПоНат4 
Jf \Aug. 1936 Gencral Sickfund Altona Holland 
S6 |Sept. 13, 1926 State of Prussic America 
Sept. 21, 1926) Bolland 
Switzerland 
England 
Sweden 
Germany 
57 |Sept. 15, 1926|Leipzig Overland Power America 
Со," 
58 |Sept. 24, 1926|Siemens & Halske А. С, [America 
Siemens-Schuckertwerke 
G. m. b. H. 
20. 1,1926 Wlolland 
Switzerland 
Canada 
England 
££ бер. 80, 1926) State of Hamburg [England 


MANAGING Hanks 


У. АГ. Rothschild & Sons 


Hank for Electric 
Enterprises 

Harris, Forbes & Co. 

De Twentsche Bank 


Svenska Handelsbanken 


Caron ёт Smits 
P. W. Chapman & Co. 


Arnold Gilissen's Bank 
‚Vationale Spaar-en 
Emissiebank 


Harris, Forbes & Co. 
Mendelssohn & Co. 


W. A. Harriman & Co. 
Dillon, Read & Co. 


Mendelssohn & Co. 


J. Henry Schroder & Co. 
Baring Brothers & Co. 


NoutNAL 
CAPITAL Marunirv 
£835,000 1951 
S.Frs. 12 000/000 0c. 1 1951 
$8,050,000|Aug. 1,1915 
$760,900) Е 
3000000 ы 
$400,000 2 
$300,000} е 
JL.1,000000 June — 1 1051 
$1,250,000 | June Г 1946) 
1185000 1936 
1.300000] Лик. 15, 1946 
$14,900,000|Sept. 15, 1951 
2,600,000) e 
41,000,000 . 
8500 200 -4 
3700,000 а 
100,000! * 
$3,000000|May 1, 1946 
$16,500,000|Sept. 1, 1951 
$4,090,000; 4 
31,475,000 a 
$1,000,000; = 
3925000) . 
£2,000 900) Oct. 1,1951 


RATE ОР 
INTEREST 


Price 07 
Issue 


9814 
> 


92% 
94 
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hh 


ii 
67 


kk 


Dec. 


Dec. 


6, 1926|State of Hamburg America 
11, 1926|City of Hanover America 
19, 1926|German-Atlantic Cable Co.|America 
19, 1926|Unterelbe Power & Light Co. |America 
21, 1926|City of Chemnitz America 

4, 1926|Protestant Church in Ger-|America 

many Welfare Institutions 
12, 1926] Berlin Electric Elevated and |America 
Underground RailwaysCo. 


17, 1986) Holland 
22, 1926|Saxon State Mortgage America 
Institution 
Switzerland 
Steden 
Germany 
Halland 
84, 1996 Peters Union А. G. Holland 
1996] Franciscans Freiburg- Holland 
Erlenbach 
8, 192617. Brüning & Son, Вот Mlolland 
Factory 
10, 1926|United Industrial Carp. [America 
13, 1926|Berlin City Electric Co. America 
21, 1926 Holland 
Switzerland 
England 
Canada 


23, 1926|Housing and Realty Im- |America 
provement Co., Berlin 
1920| Ruhr District Housing 
Association 


Holland 


Kubn, Loeb & Co. 
Blair & Co. 

W. A. Harriman & Co. 
A. G. Becker & Co. 
Blair & Co. 

Howe, Snow & Bertles 


Speyer & Co. 


Hope & Co. 
National City Co. 


Willeumier, тап Туеп & 
tan Laer 

Nationale Spaarbank, 
Nijmegen 

Teixeira de Mattos Bros. 


Harris, Forbes & Co. 
Dillon, Read & Со. 
Afendelssohn & Co. 


J. & W. Seligman & Co. 


Nederlandsche Handel- 
Maatschappij 


— я 


$10,000,000 
$2,000,006 
$4,000,000 


Oct. 
Oct. 
April 


$2,500,0000ct. 


$2,000,000) 
$2,500,000 


$12,000,000 


$3,000,000 
$3,775,000 


$100,000} 
$50,000) 
350,000 
$28,000) 
Л.1,600,000 


J1-260,000| 


£125,000 


Nov. 
Oct. 
Oct. 


Dec. 


Dec. 


Oct. 


Nov. 
Dee. 


Nov. 
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IL German Foretcn BORROWINGS, 1924-1926, CLASSIFIED ну COUNTRIES OF ISSUE 


(Figures іп milllons) 


LM ———————————————————— 


Момти Умтео STATES ENGLAND Номд SWITZERLAND SWEDEN Отпен Countries TOTAL 
Oct, 1974 | (1) $110 (1) £12 a) 25 (1) £2.36 (1) Krs.25.2 а) £4.82 $110 
(1) S.Frs.15 (1) Lirc100 £21.68 
5. Егв.15 
S.Krs.25.2 
Lire 100 
Dec, 1924 | (2) 59 = (2) $1 = = = $10 
Jan, 1925 | (3) $11 = (3) $1 — -- - $32 
(4) $9.6625| (4) $0.085 - (4) $01 (4) $0.1 (4) $00525 
(5) $8.5 — (5) $1.5 — = -- 
Ғеһ, 1925 | (6) $14.9 - -- — (6) $0.1 — $15 
March, 1925 | (7) $5 - — - — — $5 
April, 1925 - - (а) 1.05 = = - 8.0.5 
June, 1925 -— = e 1.3 — -- - 1.3 
July, 1925 | (8) $15 -- [ - = E = $25 
(9) $8 = (9) $2 -- -- -— 
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(12) 52.5 — 12) $1.5 М12) $1 — = 1.0.3 
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III. GERMAN FOREIGN BORROWINGS, 1924-1926, BY GROUPS OF RORROWERS AND BY COUNTRIES OF ISSUE 


(Figures in millions) 


Поккомкк= | Untrep STATES ENGLAND TOLLAND SWITZERLAND SWEDEN Отпкв Countries TOTAL 
I. Reich [0] $110 (1) £12 a) 525 4) £2.36 (1)S.Krs. 25.2 а) £4.82 $110 
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S. Kra. 25.2 
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— (кк) £2 = - — - 
(59) $10 — - -- _ - 
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IV. GERMAN FOREIGN BORROWINGS, 1924-1926, CLASSIFIED BY AMOUNTS AND BoRROWERS 


| INDUSTRIAL Pubic РАЈМАТЕ RELIGIOUS 
ÜORTORA- CREDIT Соммкистлі |ORGANIZATIONS,| TOTAL 
Instrrutions| COMPANIES ETC. 


A MERON NES Ринис 
MOUNT | рыси | STATES | CouNTiES, Cırıks ра 
or Loan ETC. TIONS 


$230,020,320 
58,398,000 
30,000,000 
25,000,000 
24,000,000 
23,000,000 
20,000,000 
15,000,000 
12,000,000 
10,000,000 
9,733,000 
8,700,000 
8,400,000 
7,120,000 
7,500,000 
6,500,000 
6,000,000 
5,790,000 
5,000,000 
4,944,600 
4,866,500 
4,500,000 
4,063,527 
4,000,000 
3,800,000 
3,600,000 
3,000,000 


a док 


БЕЛ 


ІТІТІШ-ТыәРЕІ 


Phteetolibiealeeti iti 


11 
Lhielwtisel-lltllaellie---! 


elitliastlitttleteleliil 
-Ille-ll 


> 


KEN i и Фо 


Е АА А А ШШ os 
ТЫ (TW Ga a Е ЩЧ! 


De RAR кек к чаш к ш кока ш б буюр кш ы юте 


ж УУ е ШЕШ ТЗ ИШ d dug d: 


ь | 
1.» 
ы 


4 


SVU MSM Tha Ла ы EN 


ANVWNIO OL SNYOT NVƏTAANY 


LOANS PUBLICLY OFFERED 


Meena nennen |g 
тїї — 
ЫЙ ЕЛЕ PEL GN I mom 
ИГҮ ШОШ 
remanent —À 
om 
mmm 
mnm 
mmm 

- 


ТАИ ПУЧ. i p A gd TEM 


3 
ЕЕНГІТІСІІЗІЕ 


ШЕШЕН 
БЕЕЕЕЕЕН 


61 


PART II . 


TERMS Or AMERICAN LOANS TO GERMANY, 
PUBLICLY OFFERED 


CHAPTER IV 
ANALYSIS OF DOCUMENTARY SOURCES 


The main printed sources of information for an analysis of 
American loans to Germany are: 

1. Тһе agreement between the borrower and the bank; 

2. The indenture between the borrower and the trustee or 
trustees; 
The listing application to the New York Stock Exchange; 
4. The prospectus of the loan. 


d 


I, THE AGREEMENT 

The principal legal basis of each loan is, of course, the agree- 
ment or contract between the borrower and the bank or banks 
which furnish the money to the borrower. The agreement, 
which always contains the wording of the bond (debenture, 
note, etc.) and of the coupon and sometimes also a reprint of 
the prospectus (bond circular, sales circular), is a document 
usually not exceeding 10,000 words. Its genera! content may 
be inferred from the following example: 


Agreement, dated as of July 9, 1925, between the City of Cologne 
and Blair & Co., Inc., and The Chase Securities Corporation 
concerning the Municipal External Loan of 1925 


Definitive Agreement 
Article First — Provisions as to issuance, substance and form of 


bonds 
Article Second — Provisions as to issuance and exchange of tem- 
porary bonds 
Article Third — Provisions as to sinking fund payments and retire- 
ments 
Article Fourth — General default provisions 
65 
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Article Fifth — Provisions as to total and partial redemptions 
Article Sixth — Provisions as to presentation of bonds called for 
redemption, cancellation and cremation thereof and as to the 
contractual Statute of Limitations 
Article Seventh — Provisions as to interest to be allowed City by 
Fiscal Agents and latter's commissions 
Article Eighth — Provisions as to lost, destroyed or mutilated 
bonds 
Article Ninth — Provisions as to maintenance of Fiscal Agency 
and Registry and payment of commissions therefor 
Article Tenth — Provisions as to payment by City of all expenses 
of service of loan and irrevocable instructions to honor all bonds 
and coupons presented 
Article Eleventh — Provisions restricting Responsibility of Fiscal 
Agents and Registrar 
Article Twelfth — Particular covenants of the City tending to 
secure the loan 
Article Thirteenth — Provisions as to purchase of bonds, purchase 
price, option and right to ofier in Amsterdam 
Article Fourteenth — Provisions as to payment of purchase price, 
and setting aside of monies wherewith to pay off International 
Acceptance Bank loan 
Article Fifteenth — Provisions as to further offerings of City’s 
obligations in United States 
Article Sixteenth — Provisions as to City’s supplying proof of right 
to borrow, certification by German Counsel, approval of United 
States and New York authorities, and force majeure clause 
Article Seventeenth — Provisions as to Circular and listing of bonds 
Article Eighteenth — Provisions as to payment of stamp taxes, 
fees of German counsel, etc. 
Article Nincteenth — Provisions as to keeping of accounts 
Article Twentieth — Provisions as to successor firm of Blair & Co. 
Article Twenty-first — Provisions as to applying New York law 
Annex A— Form of definitive bond 


Form of definitive coupon and certificate of authentication 
Annex B — Circular 


Such agreement contains in part information which the 
syndicate and perhaps also the borrower want to be treated 
confidentially, as, for example, the price paid to the borrower. 
The original agreements are therefore never accessible, and in 
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some cases where we applied to the respective bank for a copy 
of the agreement we received an answer like the following: 
“We consider this contract of a highly confidential nature 
and would not care to have any copies made." But since the 
banks in many cases, for commercial and legal reasons, prefer 
to have the agreements, so far as possible, made available to a 
larger number of persons, they frequently issue a printed edition 
(called “copy for distribution" or "extracts") which does not 
contain the articles or figures which are considered confidential. 
Even those copies, in many cases, are not easily accessible 
because the edition often is quickly exhausted. We have quoted 
on pages 82-90 the agreements (copies for distribution) which 
we could use in this study. 


П. THE INDENTURE 

Whenever bonds are secured by a pledge of specific properties, 
revenues, etc., an indenture or trust agreement is made between 
the borrower and one or more trustees. This indenture which, 
just as the agreement with the bank, always contains the wording 
of the bond and the coupon, is a document of, as a rule, from 
10,000 to 50,000 words. Its general content may be inferred 
from the following example: 


Steltin Public Utilities Company, Indenture, dated April 1,1926 


CONTENTS PAGE 
ТИНИ -y od яһай Ses жох DIOE) жож dur a а 1 
Recitals: 


Determination by the Company to issue the Bonds . 
Interest of the Subsidiaries . Қ 
Determination by the parties to Heath security “for the 
Bonds and to execute the Indenture 3 
Form of Bond Bis MX Е 
Form of coupon . . sie ый ЧУ б Bees 3 
8 
8 


Nh 


Form of certificate of Co-Trustee i 
Authorization of the Bonds, Indenture and Mortgage, "etc. 
1 For details as to the functions of the American Trust Companies, see 
Moulton, Harold G., The Financial Organization of Society, Second Edition, 
1925, Chapter XVI. 
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Consideration Clause 
Covenant to create the Mortgage . 
Descriptions of property to be mortgaged: 
A. Grosskraftwerk Stettin Aktiengesellschaft 
B. Stettiner Electrizitatswerke Aktiengesellschaft 
С. Stettiner Strasseneisenbahn-Gesellschaft . 
D. Städtische Werke Aktiengesellschaft . 
Covenant to mortgage after-acquired property . - 
Covenant to create Decd of Trust ымш Hafen E lecirisitüls- 
werk, G.sn.b.H.) 


Corenant 10 pledge concession contracts. 
General covenant as to conditions of issue of the Bonds 


ARTICLE I 
Definitions 

Sec. : 
Sec. 
Sec. 
Sec. 
Sec. 


General . 
Parties and persons . 

The Mortgage and the Deed of Trust 
Property additions. 


The mortgaged property, liens and charges and Dawes 
Plan 


Sec. 6. Fifteen per cent of ‘the Bondholders 


мы 


ARTICLE II 


Form, Issue and Registration of Bonds 


Sec. 1. Amount and designation of the Bonds . : 
Sec. 2. Particular provisions and denomination of the Bonds . 
Sec. 3. Manner of execution of the Bonds 

Sec. 4. Manner and conditions of authenticating the Bonds 
Sec. 5. Authentication and issue of the Bonds . 

Sec. 6. Registration of Bonds as to principal 

Sec. 7. Temporary Bonds . 

Sec. 8. Lost, stolen, destroyed or mutilated Bonds. 


ARTICLE Ш 


Particular Covenants of the Company and of the Subsidiaries 
Sec. 1. To pay principal and interest without deduction for 
taxes . 
Sec. 2. To maintain an office for receipt of notices Д 
Sec. 3. То extend the lien of the Mortgage and of the Deed 
of Trust to after-acquired property . 


16 


17 


21 
23 


23 


Sec. 


Sec. 
Sec. 


Sec. 


Sec. 
Sec. 


Sec. 
Sec. 
Sec. 


Sec. 
Sec, 
Sec. 


Sec. 
Sec. 
Sec. 


Sec. 
Sec. 
Sec. 
Sec. 


Sec. 
Sec. 


Ne 


BONE 
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To comply with provisions of Indenture and not to 
extend security of the Mortgage, etc. to other in- 
debtedness . 

To maintain corporate existence 

To file annual statements and to permit the Trustee 
and the Co-Trustee to examine the books . 

To preserve rights and privileges and not to impair 
the security қ 

Of due authorizations 

ОГ seizin 

Concerning obligations under the Dawes Plan 

Funded debt of Company and Subsidiaries 

Not to create prior encumbrances . 


» To preserve concessions . 


To maintain the property and to permit inspection 
by the Trustee and the Co-Trustee . 


. To keep the property insured 


Concerning advances by the Trustee . 
Not to issue additional bonds of the Company ‘hearing 
the title “First Mortgage” "Xu 


ARTICLE IV 
Redemption 


Option to redeem and redemption price 
Notice of redemption and drawings by lot . 
Deposit of redemption moneys 
Cancellation of redeemed Bonds 


ARTICLE V 
Sinking Fund 


Amount of Sinking Fund payments . 
Surrender of Bonds in lieu of deposit of cash 
Application of Sinking Fund Moneys 
Cancellation of Bonds in the Fund . 


ARTICLE VI 
Paying Agents and Sinking Fund Agent 


Appointment 
Deposit of funds 
Payment of compensation “and expanses: 


35 
35 


Sec. 
Sec. 
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Authority to pay principal and interest . 
Conditions of performance of duties 
Succession, resignation, insolvency, etc., of the ‘Agents 


о 


ARTICLE VIT 
Release of Mortgaged Property 


Conditions of release . 
Disposition of deposited cash and of i insurance Juionsys 
Property taken in eminent domain . 


ARTICLE VIII 
Remedies upon Default 


1. Definition of events of default . 
Acceleration of maturity 
2. Judicial proceedings by the Trustee 
Control by majority of the Bonds . 
3. Application of proceeds of sale . 
Postponement of extended or transferred coupons 
4. Covenant to pay the Co-Trustee principal and in- 
terest on default in payments А 
Action by the Co-Trustee ог the Trustee and applica 
tion of moneys . 
5. Conditions attending action by the Co-Trustee or the 
Trustee . А 
. Remedies to be cumulative . 
. Delay or omission not a waiver 


. Conditions to suit by individual Bondholders 
i Immunity of officers and directors . 


6 

7 E 

. 8. Application of Bonds on purchase price 
9 
10 


. 11. Waiver of stay or extension 
. 12. Further assurance in case of sale of the property 


ARTICLE IX 


Concerning the Trustee and the Co-Trustee 


. 1. Conditions of performance of the trust . s; 
‚ 2. Covenants of the Trustee and the Co-Trustee . 
. 3. Certificates ta be interchanged between the Trustee 


and the Co-Trustee . 


. 4. Evidence of facts hereunder . 


36 
36 


52 


53 
57 


57 
58 
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Sec. 5. Resignation te Be ой, з 
Removal . . . . . . . 

Sec. 6. Appointment of successors 

Sec. 7. Instruments by successors 

Sec. 8. Merger or consolidation 


M 


ARTICLE X 


Merger, Consolidation and Sale 
Sec. 1. Conditions of merger, consolidation or conveyance of 
the Company or the Subsidiaries . 
Sec. 2. Indenture of assumption . 
Sec. 3. After-acquired property 


ю 


ARTICLE XI 
ПОИ 5% 2% 2% 
ARTICLE ХП 


Evidence of Rights of Bondholders and Ownership of Bonds 
Sec. 1. Instruments by Bondholders . 


бес. 2. Ownership of Bonds . . . . . | | f : қ 


ARTICLE XIII 


Miscellancous 
Sec. 1. Law governing the Indenture . . . 
Sec. 2. Execution in counterparts . . . 
Testimonium . 
Execution |. . . . . . €. 
Acknowledgments 


62 
63 


65 
66 


67 
67 
67 
68 
70 


Such an indenture, then, does not only contain provisions 
as to the securities offered by the borrower and as to the rights 
and duties of the trustees but practically reproduces all the non- 
confidential sections of the loan agreement. The indentures 
in many cases are printed and as a rule are not considered as 
confidential. But even those which are destined for distribu- 
tion were not all accessible to us either because they are not 
yet printed or because the edition already is completely ex- 
hausted. We have quoted on pages 82-90 the indentures which 


we could use in this study. 
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ПЕ. THE LISTING APPLICATION 


Whenever the borrower wants to have the bonds (debentures, 
notes) of a loan listed at the New York Stock Exchange, he has 
to make an application to the Committee on Stock List. Such 
listing application must recite all information required for listing 
stock, and in addition: 


A. 


оя 


(1) Full title; (2) amount applied for (whether temporary ог 
permanent), denominations and numbers; (3) amount auther- 
ized and outstanding, authority therefor, including (a) action 
by stockholders, (b) directors, and (c) public authorities, etc.; 
(4) whether bonds are coupon (registerable as to principal) or 
registered, interchangeable or exchangeable; (5) exchange- 
ability or convertibility into other securities, and terms. 
Names and addresses of trustees. 

(1) Date of issue and maturity; (2) interest rate; (3) places at, 
and dates for payment of interest and principal; (4) where 
registerable or transferable; (5) kind and standard of money, 
and options; (6) tax exemptions; (7) whether redeemable or 
purchasable in whole or part by sinking fund or otherwise, 
showing (a) dates, (b) price, (c) duration and place of published 
notice; (8) specified reservation of stock for conversion. 
Provisions for declaration of principal due and payable in 
event of default of payment of interest, or other defaults, and 
waiver; percentage of outstanding bonds controlling trustee. 
Purpose of issue and application of proceeds; provisions as to 
additional issue. 

Disposition of bonds refunded, redeemed or purchased for 
sinking fund, and mortgage securing same. 


- Mortgage or indenture provisions for (1) seria! issues; (2) 


values in United States gold coin; (3) issuance in foreign 
languages and (4) that the English version governs; (5) terms 
of exchangeability of bonds payable in foreign places for bonds 
payable in United States or vice versa. 

(1) Security — Mortgage, indenture of trust, or other agree- 
ment; and (2) liens, (a) properties covered, (b) mileage of 
railway lines, (c) buildings, (d) equipment, (e) securities, (f) 
rights, (g) privileges, (h) titles, (i) franchises, (j) leases, etc.; 
(3) other liens covering same or any part of same properties, 
(4) guaranty and terms. 


Any unusual provisions or covenants contained in mortgage, 
or deed of trust. 
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In the case of foreign government bonds the following data 
are required in addition to regular requirements: 


1. (a) Statement of debt, interna! and external, and currency in 
which it is to be paid; statement of external debt to be 
computed in dollars. 

(b) Contingent and actual liabilities, and priority. 

(c) Revenue or assets pledged, if any, under present and other 
loans, and nature of administration. 

(d) Summary of such revenue receipts and income from such 
assets for preceding five years, stated in dollars, if available. 

(e) Status of the law under which said revenue or assets are 
pledged. 

2. Past debt record with respect to: 

(a) Defaults; 

(b) Scaling down interest payments; 

(c) Suspending sinking fund payments. 

here listed. 

. Currency in which interest and principal are to be paid. 

. Tax liability and exemption. 

. Staten.ent of governmental income and expenditure for what- 

ever account in the preceding five years. 

7. Statement of the sun's required, in dollars, to meet foreign 

interest charges in each of the five preceding years. 

8. Statement in terms of weight and dollars (converted) of mer- 

chandise imports and exports in each of the preceding five years. 

9. Statement of covenants, if any, with respect to payment of 

principal and interest of Londs dependent upon state of Peace 
or War, and nationality of holder. 


The listing application, if accepted, is printed together with 
the recommendation for admittance of the Committee on Stock 
List. It is as a rule a document of from 4,000 to 10,000 
words. 

Such listing applications have so far been made for 18 of the 
69 American loans to Germany. In four more cases the issuing 
bank has applied for the listing of interim receipts or trust 
receipts. 

We had at our disposition a complete set of the listing applica- 
tions. 
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IV. THE PROSPECTUS 


One or more prospectuses (bond circulars, sales circulars) 
have been published for every American loan to Germany. 
Their object is to attract investors. With the exception of a 
few cases, the investment houses disclaimed responsibility 
for the content of their circulars by adding in small type a 
qualifying remark (“dodge line”). These remarks vary greatly 
and there are more than 30 different wordings for them in the 
60 or more circulars involved. 

Sometimes the bank simply mentions that the information 
given may contain transmission errors: 

Asthe information contained in this circular has in large part been 
transmitted by cable, the contents hereof are subject to cable error. 
Frequently, however, the bank adds a further sentence like 

one of the following: 

'They are believed to be correct, but are not to be construed as 
representations by us. 

They are based on information obtained from official and other 
sources and while not guaranteed are believed to be reliable. 

They are official or based on information which we regard as 


reliable, and while we do not guarantee them we ourselves have 
relied upon them in the purchase of this security. 


In many cases, on the other hand, the prospectus contains 
only a sentence like those just quoted. 

There are altogether a great many shades in the qualifying 
remarks, the mildest form being: 


АЛ statements in this circular are based upon information which 
we regard as reliable, being the data upon which we have acted 
in our purchase and valuation of the securities offered; 


while the crudest form of refuting liability is: 
Statements herein have been received partly by cable, and are in 
no event to be construed as representations by us. 
It may, however, be doubtful whether even the most sweeping 
" dodge line" will actually relieve the issuing firms of liability, 
since according to a decision of the Appellate Division of the 
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Supreme Court of New York, handed down January 28, 1927, 
houses of issue can be called to account for false statements in 
sales literature, regardless of whether they have plainly indicated 
their refusal to take responsibility. But even under this ruling 
a bondholder evidently can only recover the money he has lost, 
(a) if the borrower should make default in payments due (not if 
the price of the bonds has fallen for some other reason), and 
(b) if the bondholder can prove that he was led to buy the bonds 
because of the erroneous statements in the sales literature. If 
then, the City of Heidelberg should make default in payment on 
1157 15 per cent bonds and if a bondholder could prove that һе has 
bought his bonds because of the statement in the sales circular— 
“Тһе finances of the City have always been in excellent shape" 
— the issuing house would be held responsible for this erroneous 
statement in spite of the qualifying remark that it does not guar- 
antee its accuracy. 

Whether the prospectuses of the American loans to Germany 
— aside from such erroneous statements on the finances and 
the past debt record of numerous borrowers — contain many 
false statements, which may have induced investors to buy 
such bonds, would require an examination which is beyond the 
scope of this book. All that can be said is that the prospectuses 
in many cases exaggerate the assets of the borrowers and do not 
tell the whole truth about their liabilities. A few examples 
may serve as illustration: 


1. As to population: 
The prospectus of the loan to the City of Cologne (July, 1925) 
says: 
The City of Cologne, with a population of 720,000 
Yet, the prospectus of the loan to the State of Prussia (Sep- 
tember, 1926) says in conformity with the census of June 16, 
1925: 


Other large cities in Prussia are Cologne with a population of 
693,000 
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The prospectus of the loan to the City of Duesseldorf says on 
the first page: 


During the last 15 years, its growth has been proportionately 
larger than that of any large! city in Germany; 


and on the second page: 


According to the census of June, 1925, Duesselcorf showed the 
largest proportionate increase in population since 1910 of any ! city 
in Germany. 
The second statement is, of course, absurd, but even the first 
one is not accurate, since the population of Duesseldorf in- 
creased between 1910 and 1925 from 358,728 to 429,035 or by 
20 per cent, while the population of Dortmund increased in 
the same period from 258,962 to 318,122 or by 23 per cent. 

The prospectus of the loan to the Roman Catholic Church in 
Bavaria says: 


About 36% of the population of Germany are of the Catholic 
faith; 


while the prospectus of the loan to the Protestant Church Welfare 


Institutions in Germany claims: 


The Protestant faith . . . is professed Бу... two-thirds of 
the tota! population. 


If both statements were exact there would be little room for a 
Jewish question in Germany. 


2. As to cultivated area: 
Prospectus of the loan to the State of Prussia: 


About 64% of its total area (compared with 49% of the Reich) 
is cultivated. 


Prospectus of the Joan to the State of Bavaria: 


About 61% of the land is under cultivation, as compared with 
49% per cent for Germany as a whole. 


* Italics not in original. 


ANALYSIS OF DOCUMENTARY SOURCES 77 


Since, according to the same prospectuses, Prussia covers 
113,701 square miles and Bavaria 29,470 square miles, while 
Germany’s area is 181,257 square miles, this would mean that 
of a total cultivated area of 88,816 square miles, 72,769 square 
miles are in Prussia, and 17,977 in Bavaria, so that the cultivated 
area in those two states would exceed the total cultivated area 
of Germany. Yet the prospectus of the loan to the State of 
Anhalt tells us: “ Approximately 68% of the entire area of the 
State is under cultivation”; and similar encouraging items 
are to be foundin the prospectuses for Saxony and Olden- 
burg. 

Another characteristic feature of the prospectuses of state 
loans is the exaggeration of the acreage in the hands of small 
farmers. While, according to the official classification in the 
last German agricultural census, 13 per cent of the Prussian 
acreage belonged to small farms, 27 per cent to medium-sized 
farms, 32 per cent to large farms, and 28 per cent to big estates, 
the prospectus of the loan to Prussia states: 


Three-quarters of the cultivated area is in the hands of small 
farmers. 


3. As lo financial assets: 

Financial assets are, of course, the domain in which the imagi- 
nation of the borrower is the most lively. If one were to judge 
the German national wealth from some of the prospectuses, one 
would come to incredible totals. The prospectus of the loan 
to the State of Bavaria says very judiciously: 

As of April 1, 1925, the Bavarian Government Statistical Office 
estimates the total public and private wealth of the State at 
approximately $4,750,000,000. 

According to the same prospectus, the income-producing 
properties of the state are estimated at over $500,000,000, while 
no estimate is given for the other state assets (museums, former 
palaces, theatres, schools, etc.). The total wealth, excluding 
the properties of the state and the Reich, would then probably 
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amount to about $4,000,000,000. Yet the prospectus of the 
loan to the City of Munich pretends: 


The total value of all the City holdings was conservatively 
estimated at the end of 1923 at $111,917,752. 
The value of property liable to taxation is estimated at $1,200,- 

000,000. 

It is, of course, not possible that the value of property liable 
to taxation plus the city holdings should constitute one-third of 
the total public and private wealth of the state (excluding state 
and Federal property), since Munich includes only 9 per cent 
of the total population of Bavaria. Even such a wealthy city 
as Cologne, with a somewhat larger population than Munich, 
claims in its prospectus only: 


The valuc of all property subject to City taxation is estimated at 
over $600,000,000. 


And Leipzig, which has about the same population as Munich, 
says: 


The value of property subject to taxation in the City is estimated 
at $600,000,000. 


It would lead too far to enter at this place into greater details. 
It may only be mentioned that the little State of Anhalt, with 
888 square miles and 351,000 inhabitants (1/33 of the area and 
1/21 of the population of Bavaria) pretends: 


The estimated value of land and buildings within the State, 
but exclusive of properties owned by the State and federal govern- 
ments, was about $333,800,000 in the year 1925. 

Properties owned by the State of Anhalt, which are for the most 
part income-producing, were valued in 1925 as follows: Agricultural 
lands $21,900,000; forests $34,850,000; mills $830,000; mines and 
chemical works $7,140,000; buildings and structures $13,330,000; 


total $78,050,000. 

The value of the public and private land and buildings in the 
State of Anhalt would then amount to not less than $41 1,850,000, 
or $1170 per capita, while the total private and public wealth 
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of Bavaria (including land, buildings, and all other property) 
has been estimated at $640 per capita. It should also be noticed 
that the 90,000 acres of state forests were valued in the pros- 
pectus at $34,850,000 or $390 per acre, while the 2,030,000 
acres of the New York State Forest Preserve are estimated to be 
worth $75,000,000 or $37 per acre. If the 450 million acres of 
saw-timber land in the United States were worth $390 per acre, 
their total value would be 175 billion dollars, as compared with 
a total national wealth of about 350 billion dollars. 

But more misleading still than the statements as to the 
assets of the borrowers are the declarations as to their past 
debt record. In the prospectuses of the loans to Bavaria the 
section “ Debt" begins as follows: 


Bavaria has an excellent financial history. Prior to 1914 the 
State placed all of its loans in the German market at coupan 


rates of 3%, 315% and 4%. 


In the listing application to the New York Stock Exchange, 
the second sentence appears literally in the same words. But 
the first sentence has been replaced by the following paragraphs, 
which show that Bavaria only a year before had suspended the 
service on her entire debt: 

On June 22, 1925, the Bavarian Minister of Finance certified to 
us a statement of Bavaria's outstanding debt, as of March 31, 
1925, which statement contained the following declaration as to 
non-defaults. 

"Except for the suspension under the provisions of the Third 
Emergency Taxation Decree of February 14, 1924, of interest and 
amortization and principal of the various items listed herein as 
deferred and subject to revaluation, which suspension was due to 
the currency depreciation resulting from the late war, neither the 
Free State of Bavaria nor its predecessor the Kingdom of Bavaria 
have ever failed to meet punctually all of their financial obligations." 


The above examples were altogether chosen from prospectuses 
of public loans; but it would be wrong to infer that the pros- 
pectuses of private loans are more accurate. The available 
materials to prove their inaccuracy are only less conclusive. 
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We have had at our disposition a complete set of prospec- 
tuses of American loans to Germany and we have had to re- 
sort to those not altogether reliable documents in the 13 cases 
where we had neither access to the agreement nor to an in- 
denture. 


The following pages show the dates of the listing applications 
and the titles of all agreements and indentures to which we had 
access. 


AMOUNT AMOUNT Listing 
No. BORROWER AUTHORIZED Issurp APPLICATION 
рошавѕ Dorrans Datep 
1| German Republic . . . . | 110,000,000 | 110,000,000 | Sept. 12, 1925 
2| Fried. Krupp, Lid. . . i 10,000,000 10.000,000 = 
3 | Thyssen Iron and Steel № ars А 12,000,000 12,000,000 -- 
41 General Electric Company = 10,000,000 10,000,000 | June 1, 1925 
5 | Siemens & Halke, Siemens 
Schuckertwerke . . . . | 10,000,000 | 10,000,000 == 
6 | Saxon Public Works . . . . 15,000,000 15,000,000 | May 27, 1925 
7 | Electric Power Corporation 25,000,000 7,500,000 | Feb. 9, 1926 
8 | City af Berlin . . . . . | 15,000,000 | 15,000,000 | Sept. 21,19254 
Feb. 23, 1926 
9|CityofCologne . . . . . 10,000,000 10,000,000 | Mar. 31, 1926 
10 | City of Munich . . : 8,700,000 8,700,000 — 
11 | German Central Bank for Agri: 
Cult. 22 2 ov £6. 25,000,000 | 25,000,000 | Sept. 10-14, 
1925* 
Mar. 4, 1926 
12 | State of Bremen. . . . . | 15,000,000 | 15,000,000 | Dec. 17,1925/ 
13 | State of Bavaria. . . | 25,000,000 | 15,000,000" = 
14 | Rhine-Main-Danube Corp. Р 20,000,000 6,000,000 | July 23, 1926 
15 | Rudolph Karstadt . . , 4,000,000 3,000,000 “= 
16 | City of Duesseldorf . . 4 1,750,000 1,750,000 =~ 
17 | City of Heidelberg . . . 1,500,000 1,500,000 | March 1, 1926 
18 | State of Wurttemberg Associated 
Municipalities. . . К 8,400,000 8,400,000 — 
19 | Hamburg Electric Company 4,000,000 4,000,000 
20 | State of Oldenburg . . 3,000,000 3,000,000 = 
21 | Rhine - Westphalia Electric 
Power Corp. . 40,000,000 | 10,000,000 | May 1, 1926 
22 | Municipal Bank of the State of 
Hessen . . 4,600,000 3,600,000 екі 
23 | Good Hope Steel and Iron Works| 10,000,000 10,000,000 | July 21, 1926 
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AMOUNT AMOUNT LisriNG 
Borrower AUTHORIZED IssuED APPLICATION 
DorLars DoLLARS Патер 

City of Dresden . . . . . 5,000,000 5,000,000 | Mar. 16,19264 
City of Frankfort. . 4,000,000 4,000,000 — 
Westphalia United Electric 

Power Corp. . . . 25,000,000 7,500,000 | Sept. 29, 1926 
City of Duisburg . . В 3,000,000 3,000,000 — 
General Electric Company Є: 10,000,000 10,009,000 | Мау 19, 1926 
Mamburg-American Line . . | 10,000,000 6,500,000 -- 
United Industrial Corporation . 6,000,000 6,000,000 - 
Saxon State Mortgage Inst. . 5,000,000 5,000,000 — 
Consolidated ee of 

Baden . . qb ME ^ 4,500,000 4,500,000 — 
Rheinelbe Union X Ye ж ge 25,000,000 25,000,000 | May 5, 1926 
Leonhard Tietz . . 2 3,000,000 3,000,000 — 
Sachsen-Anhalt Electric Co. 2 1,000,000 1,000,000 — 
Consolidated Hydro - Electric 

Works of Upper Wurttem- 

berg $ - 5,000,000 4,000,000 | Oct. 31, 1926 
Silesia Electric Corporation. 15,000,000 4,000,000 | Dec. 21, 1926 
Bavarian Palatinate Consolidated 

Cities . . : 3,800,000 3,800,000 = 
Berlin City Electric Company. 3,000,000 3,000,000 — 
German Savings Banks and 

Clearing Assocation . . Unlimited® | 23,000,000 — 
City of Leipzig . . - . . 5,000,000 5,000,000 | June 2, 19264 
Roman Catholic Church in 

Bavaria А ae ee Ve 5,000,000 5,000,000 — 
State of Hamburg Sigh. ar rp 5,000,000 5,000,000 - 
Ilseder Steel Corporation 10,000,000 7,500,000 | Oct. 25, 1926 
State of Anhalt . . . у 2,000,000 2,000,000 — 
Mansfeld Mining and Smelting 

Companv . . 3,000,000 3,000,000 — 
Stettin Public Utilities Company 3,000,000 3,000,000 — 
Miag МИ Machinery Co. . 3,000,000 3,000,000 — 
Thyssen Iron and Steel Works . 5,000,000 5,000,000 — 
United Steel Works Corporation | 30,000,000 | 30,000,000 — 
Roman Catholic Church Welfare 

Institutions in Germany. . 6,000,000 3,000,000 — 
Saxon Public Works. 50,000,000 | 15,000,000 | Dec. 1, 1926 
Mannheim and Palatinate Elec- 

tric Companies 2 . ; 3,000,000 3,000,000 == 
State of Bavaria. . € 10,000,000 | Sept. 14, 19264 
Oberpfalz Electric Power Corp. 1,250,000 1,250,000 — 
State of Prussia . . 2 20,000,000 | 20,000,000 = 
Leipzig Overland Power Соз. . 5,000,000 3,000,000 — 
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AMOUNT AMOUNT LISTING 
No. BORROWER AUTHORIZED Issvep APPLICATION 
DorLars DoLLARS DATED 
58 | Siemens & Halske, Siemens- 
Schuckertwerke . . . 2. 29,000,000 24,000,000 — 
59 | State of Hamburg "m 10,000,000 | 10,000.000 = 
60 | City of Hanover. . . А 2,000,000 2,000,000 — 
61 | German-Atlantic Cable Co. y 4,000,000 4,000,000 — 
62 | Unterelbe Power X Light Со. , 4,000,000 2,500,000 — 
63 | City of Chemnitz 2,000,000 2,000,000 — 
61 | Protestant Church in Germany 
Weliare Institutions. 5,000,000 2,500,000 — 
65 | Berlin Electric Elevated and 
Underground Railways Со. . 15,000,000 15,000,000 -- 
66 | Saxon State Mortgage Inst 4,000,000 4,000,000 — 
67 | United Industrial Corporation | 6.000.000 6.000,000 — 
68 | Berlin City Electric Company . 20,000,000 | 20,000,000 E 
69 | Housing and Realty Improve- 
ment Company . . . | 1,500,000 1,500,000 == 
і 


a The balance was issued at different terms. Sce No. 54. 

è “But no Bonds shall be executed or authenticated hereunder subsequent to December 
31, 1926" (Indenture, Article 11, Section 1). 

4 See No. 13. 

4 Listing application for Interim Receipts. 

* Li-tine application for Bonds “when issued." 

4 Listing application for "Trust Receipts.” 


1. General Bond securing the Issue of the German External Loan, 
1924 (Text approved by decision No. 2952 of the Reparation 
Commission, dated October 17, 1924). 

Omnibus Contract German External Loan, 1924 (Letter of the 
underwriting syndicates to Dr. Luther, Finance Minister of 
the German Reich, October 10, 1924). 
2. Agreement, December 15, 1924? between 
Fried. Krupp Aktiengesellschaft, 
National Bank of Commerce in New York, 
Dresdner Bank in Berlin (Trustee), and 
Goldman, Sachs & Co., New York (Fiscal Agents). 
With an Appendix: Agreement concerning Security (Indenture) 


between Fried. Krupp Aktiengesellschaft and Dresdner 
Bank in Berlin (without exhibits). 


EU The actual execution of the documents as a rule took place on a later 
te. 
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3. Indenture, January 1, 1925, between 

August Thyssen-Hütte Gewerkschaft, of Hamborn (Principal 
Company), 

Gewerkschaft Friedrich Thyssen, Gewerkschaft Rhein I and 
Gewerkschaft Lohberg, all of Hamborn (Mining Companies), 

Thyssen'sche Handelsgesellschaft m.b.H., Berlin, Thyssen & 
Co., G.m.b.H., Berlin, Thyssen, G.m.b.H., Hamburg, Hein- 
rich Reiter, G.m.b.IT., Berlin, and Handelsgesellschaft der 
"Thyssen'schen Zechen m.b.H., Bonn (Sales Companies), and 

Central Union Trust Company of New York (American 
Trustec), and 

Deutsche Kreditsicherung Aktiengesellschaft, Berlin (German 
Trustee). 

(English original with German translation.) 

Certificate of Consent to Mortgage, February 20, 1925. (Ger- 
man original with English translation.) 

4. Trust Agreement, January 15, 1925, between 

Allgemeine Elektricitats-Gesellschaft, and 
The National City Bank of New York (Trustee). 
5. Trust Indenture, January 1, 1925, between 
Siemens & Halske Aktiengesellschaft, and Siemens-Schuckert- 
werke, Gesellschaft mit beschrankter Haftung, and 
Central Union Trust Company of New York (Trustee). 

With Appendix: Security-Agreement between the Corporations 
and Deutsche Kreditsicherung Aktiengesellschaft, Berlin 
(German original with English translation). 

6. Supplemental and Confirmatory Mortgage and Trust Indenture, 
February 3, 1925 (supplementing and confirming Mortgage 
and Trust Indenture dated February 2, 1925), between 

Aktiengesellschaft Sachsische Werke, Dresden, 
Free State of Saxony (acting as guarantor for the Company), 
and 
The National City Bank of New York (Trustee). 
7. Indenture, March 1, 1925, between 
Elektrowerke Aktiengesellschaft, Berlin 
Deutsche Treuhand-Gesellschaft, Berlin (Trustee), and 
Harris Trust and Savings Bank, Chicago (Co-Trustee). 
8. Agreement, June 25, 1925, between 
City of Berlin, and 
Speyer & Co., acting on behalf of themselves, The Equitable 
Trust Company of New York, Chase Securities Corporation 
and Blair & Co., Inc., all in New York. 


11. 
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. Agreement, July 9, 1925, between 


City of Cologne, and 
Blair & Co., Inc., acting on behalf of itself and Chase Securities 
Corporation, both in New York. 
Supplemental Trust Indenture, September 16, 1925 (supplement- 


ing and confirming Trust Indenture, dated September 15, 
1925), between 


Deutsche Rentenbank-Kreditanstalt Landwirtschaftliche Zen- 
tralbank, Berlin, and 


The Nationa! City Bank of New York (Trustee). 


. Contract, September 21, 1925, between 


State of Bremen, and 
Guaranty Trust Company of New York. 


. Trust Agreement, October 9, 1925, between 


Free State of Bavaria, and 
The Equitable Trust Company of New York (Trustee). 


. Agreement, September 1, 1925, between 


German Reich and State of Bavaria, 

Rhein-Main-Donau Aktiengesellschaft, and 

The Chase National Bank of the City of New York (Trustee). 
Trust Indenture, September 1, 1925, between 

Rhein-Main-Donau Aktiengesellschaft, and 

The Chase National Bank of the City of New York (Trustee). 


. Indenture, October 1, 1925, between 


Rudolph Karstadt Aktiengesellschaft, of Hamburg, 
The American Exchange-Pacific National Bank, New York 
(American Trustee), and 


Deutsche Kreditsicherung Aktiengesellschaft, Berlin (German 
Trustee). 


‚ Loan Agreement and Declaration of Trust, July 1, 1925, between 


City of Heidelberg, and 


Chatham Phoenix National Bank and Trust Company, New 
York (Trustee). 


. Agreement, October 22, 1925, between 


Cities or Municipalities of Stuttgart, Ulm, Heilbronn, Esslingen, 
Reutlingen, Tuebingen, Gemuend, Goeppingen, Tuttlingen, 
Schwenningen, Ravensburg, Boeckingen, Ebingen, Nuertin- 
gen, Rottweil, Crailsheim, Waiblingen, Weingarten, Birken- 


feld, Altensteig, Boeblingen, Hoefen and Calmbach in the 
State of Wurttemberg, 


State of Wurttemberg, and 


Blair & Co., Inc., and Chase Securities Corporation, both in 
New York. 


21, 


22. 


23. 


24. 


25. 


26. 
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. Trust Agreement, November 1, 1925, between 


Hamburgische Elektricitäts Werke, and 
The New York Trust Company (Trustee). 


Mortgage and Trust Indenture, November 1, 1925, between 
Rheinisch-Westfálisches Elektrizitátswerk Aktiengesellschaft, 
Essen, and 
The National City Bank of New York (Trustee), and 
Darmstadter und Nationalbank Kommanditgesellschaft auf 
Aktien, Berlin (Co-Trustee). 
Indenture, November 1, 1925, between 
Kommunale Landesbank in Darmstadt, 
The American Exchange-Pacific National Bank, New York 
(Trustee), and 
Deutsche Kreditsicherung Aktiengesellschaft, Berlin (German 
Trustee). 
With appendices: Guaranty Agreement, November 1, 1925, be- 
tween the same parties; Declaration of Liability of the State 
of Hessen to the Trustees, November 1, 1925. 


Indenture, October 15, 1925, between 
Gutchoilnungshütte, Aktienverein für Bergbau und Hütten- 
betrieb and Gutehofinungshütte Oberhausen Aktiengesell- 
schaft, both in Nuremberg, and 
The New York Trust Company (Trustee). 
Agreement, November 21, 1925, between 
City of Dresden, and 
Speyer & Co., of the City of New York, Teixera de Mattos 
Brothers, Nederlandsche Handel-Maatschappij, Mendels- 
sohn & Co. Amsterdam, Pierson & Co., and Rotterdamsche 
Bankvereeniging, all of Amsterdam and R. Mees & Zoonen 
of Rotterdam. 


Agreement, November 26, 1925, between 
City of Frankfort-on-Main, and 
Speyer & Co., of the City of New York, Mendelssohn & Co. 
Amsterdam, Nederlandsche Handel-Maatschappij, Pierson 
& Co., Teixera de Mattos Brothers, of Amsterdam, R. Mees 
& Zoonen of Rotterdam and Swiss Bank Corporation of 
Basle. 
Indenture, December 1, 1925, between 
Vereinigte Elektrizitätswerke Westfalen, G.m.b.H., Dortmund, 
Gemeinschaftswerk Hattingen, G.m.b.H., Hattingen, 
Deutsche Treuhand-Gesellschaft, Berlin (Trustee), and 
Harris Trust and Savings Bank, Chicago (Co-Trustee). 
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Trust Agreement, December 1, 1925, between 
Allgemeine Elektricitäts-Gesellschaft, and 
The National City Bank of New York (Trustee). 
Indenture, December 1, 1925, between 
Hamburg - Amerikanische Packetfahrt - Aktien - Gesellschaft, 
Hamburg, 
Guaranty Trust Company of New York (Trustec), and 
Deutsche Treuhand-Gesellschaft, Berlin (Co-Trustee). 
Indenture, December 1, 1925, between 
Vereinigte Industrie-Unternehmungen Aktiengesellchaft, Ber- 
lin, 
Innwerk, Bayerische Aluminium Aktiengesellschaft, Munich, 
Bayerische Kraftwerke Aktiengesellschaft, Munich, 
Deutsche Treuhand-Gesellschaít, Berlin (Trustee), and 
Harris Trust and Savings Bank, Chicago (Co-Trustee). 
Trust Indenture, December 1, 1925, between 
Sächsische Landespfandbriefanstalt, 
Free State of Saxony, 
The National City Bank of New York (Trustee), and 
Sächsische Bank zu Dresden (Co-Trustee). 
Trust Agreement, January 1, 1926, between 
Cities or municipalities of Mannheim, Freiburg, Pforzheim, 
Loerrach, Konstanz, Rastatt, Durlach, Gaggenau, Gengen- 
bach, Eberbach, Meersburg, Elzach, Rohrbach and Altluss- 
heim, in the State of Baden, and 
The New York Trust Company (Trustee). 
Indenture, January 1, 1926, between 
Gelsenkirchener Bergwerks-Aktien-Gesellschaft, of Gelsen- 
kirchen, Deutsch-Luxemburgische Bergwerks-und Hütten- 
Aktiengesellschaft, of Bochum, and Bochumer Verein für 
Bergbau und Gussstahlfabrikation, of Bochum, and 
The American Exchange-Pacific National Bank, of New York 
(American Trustee), and 
Deutsche Kreditsicherung Aktiengesellschaft, of Berlin (Ger- 
man Trustee). 
Indenture, January 1, 1926, between 
Leonhard Tietz Aktiengesellschaft, of Cologne, 
Handelsstátte MauritiusG.m.b.H., Düsseldorfer Baugesellschaft 
m.b.H., Kaiserstrassen Baugeselischaft Elberfeld m.b.H., 
and Eifeler Strumpfwarenfabrik G.m.b.H., all of Cologne, 


and Export-und Kommissions-Gesellschaft m.b.H. of Chem- 
nitz (Subsidiary Companies), 
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Deutsche Waren-Treuhand Aktiengesellschaft of Hamburg 
(German Trustee), and 
The Corn Exchange Bank, New York (American Trustee). 
Loan Agreement and Declaration of Trust, January 1, 1926, 
between 
Elektrizitatswerk Sachsen-Anhalt A. G. of Halle, and 
Central Union Trust Company of New York (Trustee). 
Trust Agreement, January 15, 1926, between 
Bezirksverband Oberschwabische Elektrizitatswerke, and 
American Trust Company (Trustee). 
Indenture, February 1, 1926, between 
Elektrizitätswerk Schlesien Aktien-Gesellschaft, Breslau, 
Niederschlesische Elektrizitäts-und Kleinbahn Aktiengesell- 
schaft, Waldenburg (Subsidiary Company), 
Treuhand-Vereinigung Aktien-Gesellschaft, Berlin (Trustee), 
and 
Harris Trust and Savings Bank, Chicago (Co-Trustee). 
Indenture, February 1, 1926, between 
Deutscher Sparkassen-und Giroverband, Berlin, 
Reichs-Kredit-Gesellschaft Aktiengesellschaft, Berlin (Trustee), 
and 
Harris Trust and Savings Bank, Chicago (Co-Trustee). 
Agreement, February 27, 1926, between 
City of Leipzig, and 
Speyer & Co., of the City of New York, Teixera de Mattos 
Brothers, of Amsterdam, Heldring & Pierson, of The Hague, 
Credit Suisse, of Zurich, and Swiss Bank Corporation, of Basle. 
Indenture, March 1, 1926, between 
Gesamtverband der Acht Bayerischen Dioezesen, and 
Central Union Trust Company of New York (Trustee). 


. Mortgage and Trust Indenture, April 1, 1926, between 


Ilseder Hütte, Gross-Ilsede, 

The National City Bank of New York (Trustee), and 

Darmstädter und Nationalbank Kommanditgesellschaft auf 
Aktien, Berlin (Co-Trustee). 

Indenture, May 1, 1926, between 

Mansfeld Aktiengesellschaft für Bergbau und Hüttenbetrieb, 
Eisleben, and 

Mansfeldsche Kaliwerke Aktiengesellschaft, Eisleben, Gewerk- 
schaft Konsolidiertes Stolbergsches Kupferschieferbergwerk 
bei Stolberg am Harz, Eisleben, and Mansfeldscher Metall- 
handel Aktiengesellschaft, Berlin (Subsidiaries), and 

Allgemeine Deutsche Credit-Anstalt, Leipzig (Trustee), and 
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The New York Trust Company (Co-Trustee). 


47. Indenture, April 1, 1926, between 

Oeffentliche Werkbetriebe der Stadt Stettin, G.m.b.H., 

Grosskraftwerk Stettin Aktiengesellschaft, Stettiner Electrizi- 
tätswerke Aktiengesellschaft, Stettiner Strasseneisenbahn- 
Gesellschaft, Städtische Werke Aktiengesellschaft, Stettiner 
Hafen Electrizitätswerk, G.m.b.H. (Subsidiaries), 

Deutsche Treuhand-Gesellschaft, Berlin (Trustee), and 

Harris Trust and Savings Bank, Chicago (Co-Trustee). 

48. Agreement, June 1, 1926, between 

* Miag" Mühlenbau und Industrie Aktiengesellschaft, and 

The New York Trust Company (American Trustee), and 

Darmstádter und Nationalbank Kommanditgesellschaft auf 
Aktien (German Trustee). 

49. Indenture, June 1, 1926, between 

August Thyssen-Hiitte, Gewerkschaft, of Hamborn (Principal 
Company), 

Gewerkschaft Friedrich Thyssen, Gewerkschaft Rhein I and 
Gewerkschaft Lohberg, all of Hamborn (Mining Compa- 
nies), and 

Fritz Thyssen, Hans Thyssen and Julius Thyssen (Guarantors), 
and 

International Acceptance Securities & Trust Company, New 
York (Trustee). 

Warrant Indenture between the same parties, June 1, 1926. 
Agreement, June 1, 1926, between 

Dillon Read & Co., New York (Depositor), 

International Acceptance Securities & Trust Company 
(Trustee), and 
All holders of the Certificates of Participation in the 
$5.000,000 6 per cent Gold Note of August Thyssen Iron 
and Steel Works (August Thyssen-Hiitte, Gewerkschaít) and 
Affiliated Mining Companies. 

50. Indenture, June 1, 1926, between 

Vereinigte Stahlwerke Aktiengesellschaft, of Düsseldorf, and 

The National City Bank of New York (American Trustee), and 

Darmstaedter und Nationalbank Kommanditgesellschaft auf 
Aktien, of Berlin (German Trustee). 

(English original with German translation.) 

51. Agreement, June 1, 1926, between 


Der oe Caritasverband Eingetragener Verein, Freiburg, 
an 
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Die Katholische Schulorganisation Deutschlands (Landes- 
ausschufs Preussen) Eingetragener Verein, Dusseldorf, and- 

Der Reichsverband der Katholischen Gesellenhauser, Lehrlings 
und Ledigenheime Eingetragener Verein, Cologne, and 

Central Union Trust Company of New York (American 
Trustee), and 

Hilfskasse Gemeinnütziger Wohlfahrtseinrichtungen Deutsch- 
lands, Gesellschaft mit beschrankter Haftung, Berlin (German 
Trustee). 

Mortgage and Trust Indenture, May 1, 1926, between 

Aktiengesellschaft Sáchsische Werke, Dresden, 

Free State of Saxony (acting as guarantor for the Company), 

The National City Bank of New York (Trustee), and 

Deutsche Bank (Co-Trustee). 


. Indenture, June 1, 1926, between 


Grosskraftwerk Mannheim Aktiengesellschaft of Mannheim 
and Pfalzwerke Aktiengesellschaft of Ludwigshafen/Rh., 
and 

l'irst Trust and Savings Bank, Chicago (American Trustee), and 

Deutsche Waren-Treuhand Aktiengesellschaft, Hamburg (Ger- 
man Trustee). 


. Supplemental Agreement, July 14, 1926, between 


Free State of Bavaria, and 
The Equitable Trust Company of New York (Trustee). 
Agreement, June 1, 1926, between Е 
Oberpfalzwerke Aktiengesellschaft fiir Elektrizitatsversorgung, 
and 
Allgemeine Elektricitats-Gesellschaft (Guarantor), and 
The New York Trust Company (American Trustee), and 
Berliner Handels-Gesellschaft (German Trustee). 
Trust Agreement, May 1, 1926, between 
Landkraftwerke Leipzig Aktiengesellschaft in Kulkwitz and 
Energie Aktiengesellschaft Leipzig, and 
American Trust Company, New York (American Trustec), and 
Allgemeine Deutsche Credit-Anstalt (German Trustee). 
Indenture, September 1, 1926, between 
Siemens & Halske Aktiengesellschaft and Siemens-Schuckert- 
werke, Gesellschaft mit beschränkter Haftung, and 
Central Union Trust Company of New York (American 
Trustee), and 
Deutsche Kreditsicherung Aktiengesellschaft, Berlin (German 
Trustee). 
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Allotment Certificate Agreement, September 1, 1926, between 
Siemens & Halske Aktiengesellschaft and Siemens-Schuckert- 
werke, Gesellschaft mit beschrankter Haftung, and 
Central Union ‘Trust Company of New York (Depository). 
Trust Deed, April 1, 1925, between 
Deutsch-Atlantische Teiegraphengesellschaft, Berlin, and 
The American Exchange National Bank, New York (Trustee). 
Indenture, October 1, 1926, between 
Elektricitätswerk Unterelbe, Aktiengesellschaft, of Altona, and 
First Trust and Savings Bank, Chicago (American Trustee), and 
Deutsche Waren-Treuhand Aktiengesellschaft, Hamburg (Ger- 
man Trustee). 
Agreement, October 1, 1926, between 
Central-Ausschuss fiir die Innere Mission der deutschen evan- 
gelischen Kirche, Berlin, and 
Central Union Trust Company of New York (American 
Trustee), and 
Hilfskasse Gemeinniitziger Wohlfahrtseinrichtungen Deutsch- 
lands, Gesellschaft mit beschrankter Haftung, Berlin (Ger- 
man Trustee). 
Trust Indenture, December 1, 1926, between 
Sachsische Landespfandbriefanstalt, 
Free State of Saxony, 
The National City Bank of New York (Trustee), 
Sächsische Bank zu Dresden (Co-Trustee). 
Indenture, November 1, 1926, between 
Vereinigte Industrie - Unternehmungen Aktiengesellschaft, 
Berlin, and 
National Bank of Commerce in New York (Trustee). 
Indenture, December 1, 1926, between 
Berliner Staedtische Elektrizitätswerke Akt.-Ges., and 
Central Union Trust Company of New York (American 
Trustee), and 
Reichs-Kredit-Gesellschaft Aktiengesellschaft, Berlin (German 
Trustee), 
Trust Agreement, November 15, 1926, between 
Wohnhaus - Grundstiicks - Verwertungs - Aktiengesellschaft Am 
Lehniner Platz, and 
Allianz Versicherungs-Aktien-Gesellschaít, Hermes Kreditver- 
sicherungsbank Aktiengesellschaft and Münchener Rückver- 
sicherungs-Gesellschaft (Guarantors), and 


Guaranty Trust Company of New York (American Trustce), 
and Dresdner Bank (German Trustee). 


CHAPTER V 


PURPOSE OF THE LOANS 


When in December, 1924, the Reich and the German states 
agreed upon a common public foreign loan policy, they stipulated 
that as a rule only loans with the following purposes should be 
approved: 


Foreign credits taken by states, municipalities, or associations of 
municipalities shall be destined for the sole use of the credit seeker 
or for that of another state, municipality, municipal association, 
municipal clearing association or credit institution supplying 
municipal credit or mortgage credits. They shall, in particular, 
not be reloaned to private persons or corporations. 

Foreign credits shall be applied only to immediately productive 
purposes, i.e., only to such profit-earning investments as by 
immediate production of values guarantee, out of their own income, 
the interest on and amortization of the invested capital, without 
recourse to the general revenues of the public borrower. 

The investment must be indispensable to the extent that the 
contemplated outlay cannot be postponed until a time when 
domestic capital may be available for the purposes in question. 


When, early in 1926, the Advisory Council, while considering 
some very large consolidated municipal loans, was confronted 
with the difficulty of having, in individual cases, to regard !ocal 
interests of no apparent value to national economy as a whole, a 
closer definition of the term “productivity” became necessary. 
The following additional rule was then agreed upon: 

Investments made from the proceeds of foreign loans shall, 
either by increasing exports or by restricting imports, or in some 
other way, operate directly or indirectly to promote the national 
economy of the Reich; local interests may not be a decisive factor. 
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1. THE WORK OF THE ADVISORY COUNCIL 


The main work of the Advisory Council was then the critical 
inquiry into the uses to which these loans were to be put. Its 
report on this point, covering the period from January, 1925, to 
September, 1926, reads as follows:! 


Public Loans for the Benefit of Industrial Undertakings. The 
prohibition upon loans for other than the borrower's own use is 
based upon the consideration, primarily, of the needs of embarrassed 
groups of industries. Nevertheless, it has repeatedly occurred 
that public bodies have made foreign loans or have guaranteed 
such loans for purposes of investment for the benefit of works 
wholly or largely owned by them. The Advisory Council has 
agreed to such loans, barring special reasons to the contrary, be- 
cause the participation of public bodies having been engaged, not 
only could more favorable conditions be secured for the companies, 
but even the procurement of money itself was first made possible 
thereby. In one case, it is true, namely that of the Saxon State 
Mortgage Institution, a loan was sponsored in which the guarantee 
of the state was given to back purely private industrial enter- 
prises. Тһе Advisory Council has thoroughly discussed the 
dangers entailed in such assumption of state liability, especially 
pernicious inasmuch as foreign lenders, once the practice of such 
guarantee is established, will demand it on principle or will en- 
deavor, in the absence of such public support on the part of the Reich 
or the states, to force unfavorable loan terms upon industry or 
industrial undertakings. The Advisory Council is of the opinion 
that such attempts would fail of their purpose. At the same time 
it is likewise of the opinion that the guarantee of state liability 
for foreign loans to private enterprise must be stopped. The 
Council believed itself justified to withdraw its objections in view 
of the very special circumstances which induced the State of Saxony 
to intervene in behalf of its industry and in recognition of the great 
precaution exercised in permitting the execution of the state 
guaranty only as an extreme measure. This decision ought not 
to lead to the assumption that guarantees of private enterprise by 
public bodies will be countenanced as a rule. The conference with 


Tepresentatives of the state governments on February 10, 1926, 
made this clear. 


! Denkschrift über das Arbeitsgebiet und die Tätigkeit der Beratungsstelle 


fur Auslandskredite vom 1. Januar 1925 bis zum 30. September 1926, 
pp- 10-13. 
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Application of Loan Procecds for Productive Purposes. The most 
desirable application of the proceeds of a loan is expenditure for 
works which themselves produce values for export or for necessary 
home consumption, values, in other words, which either provide for 
foreign currency, or which lessen the need of procuring it. This 
sort of success is, however, in the case of foreign loans of states 
or municipalities, definitely demonstrable only in a few instances, 
as, for example, the harbor projects of Hamburg and Bremen, etc. 
But the Council has, after all, given preference to such loans as at 
least indirectly attain the desired aim through the construction or 
extension of such works as promote manufactures, especially of 
export goods, and agriculture. On the other hand, those loans 
have consistently been discouraged, the proceeds of which would 
benefit primarily local interests. The supply of industry with 
clectric power, gas, and water was usually, in compliance with 
the foregoing point of view, given approval. Nor was the principle 
set up that попе but great industrial centers or places with a few 
large works might make foreign loans. On the contrary, foreign 
loans were allowed small municipalities in which important home 
industries are located. To be consistent, plans for loans of other 
cities, even large ones, had to be refused when they embodied the 
quest for foreign money with which merely to increase their revenues 
through improvement of municipal works. It is admitted that it 
is diflicult to decide upon the dividing line between improvement 
of municipal works for the good of the whole and for the good of 
the municipal body only. Searching examination of representa- 
tives of the municipalities, careful study of the materials sub- 
mitted, and findings of technical experts enabled the Council to 
arrive at a just solution of the difficult problems. 

Specific Applications. The Council had also to concern itself 
specifically with loan projects, the proceeds of which were to be 
applied to the taking over of works, the building of canals, harbors, 
roads, and bridges, the development of industrial areas, laying of 
narrow-gauge and street railways, supply of additional cars for 
transportation concerns, erection of train sheds. extension of 
hospitals, improvement of sanatoria, erection of long-distance 
heating systems, construction or expansion of abattoirs and 
public markets, provision for livestock and fish markets, and the 
erection of baths and dwellings. 

Among the projects which the Council eliminated, for example, 
were dwellings, as being non-productive according to the Rules for 
the Guidance of the Council Granting the urgency for the 
erection of dwellings, the Council felt that it could not assume the 
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responsibility of having the necessary capital supplied by foreign 
money and relegated this matter to the domestic market. Excep- 
tions are the erection of workers’ houses as part of the scheme af 
great industrial undertakings. 

The erection of long-distance heating systems and public baths 
out of foreign moneys was also eliminated. 

The development of industrial areas was excluded, except in 
cases where the good of the community at large could be proven. A 
deciding factor in this case was the fact that earnings, if any, would 
not materialize until some time in the distant future. 

The taking over of existing works with foreign money was 
excluded by the Council on the ground that, in general, the identity 
of the owner of a given plant was of little moment economically. 

Jn regard to the transportation projects the Council was at first 
inclined, in recognition of the circumstance that the housing 
shortage in large cities might be mitigated by good transport con- 
nections, to admit at least an indirect productivity. Гог this reason 
the Council, at first, included the extension of street railways as 
one of the legitimate recipients of foreign moneys, among the 
plans submitted for favorable decision. The reflection, however, 
that this would necessitate heavy demands on the foreign capital 
market — considering the large sums which the inadequate trans- 
portation facilities of many cities would entail — led to an early 
reversal of this policy. The Council did not, however, refuse 
every transport project. In special cases, involving exceptional 
industrial interests, the Council has continued to make exceptions. 
Conspicuous instances are those in which it could be unequivocally 
shown that the contemplated means of transport would be an in- 
dispensable connection between large factories and workers’ 
dwellings. 

In the case of harbor projects it became necessary to distinguish 
between those serving overseas transport and those serving inland 
shipping. The Council was prepared to concede to those facilities 
serving overseas trade, for which Hamburg and Bremen especially 
borrowed foreign money, the utmost preference on the assumption 

that thus would our balance of trade and of payments be furthered. 
On the other hand the Council maintained a conservative attitude 
towards harbor projects on inland waterways. These were in 
almost all cases Rhine harbor projects which in their totality repre- 
sented such a disproportionate increase of Rhine harbor facilities 
as to make their economic necessity questionable. The Council 
did not deem it defensible to rule against all inland harbor projects, 
but was of the opinion that the investment of foreign money had 
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best be restricted to the harbor improvements of such cities as are 
already harbor sites and to such as could prove the unquestionable 
need and urgency of the improvements or expansions for which 
assistance was sought. 

In so far as the Council has sponsored other projects of which 
in part the productivity, as conceived in the Rules for the Guidance 
of the Council, and of which in part the urgency was doubtful, 
special circumstances were involved. Among such was averting the 
menace of epidemics in the case of sewerage construction, of the 
ercction of abattoirs and livestock markets, as well as installation of 
water supply systems. 

In the case of applications relating to road building the Council 
in one case sanctioned the use of foreign money after financial 
co-operation of local industry had given evidence of the fact that the 
projected road improvement would be of direct benefit to industry. 

Special Treatment of Emergency Projects. Тп а restricted number 
of cases, the combined amounts of which are, however, negligible, 
concessions were made to individual projects of East Prussian, 
Silesian and Palatinate cities because of the injury inflicted on 
these areas by boundary lines adverse to economic requirements, 
the separation from the motherland and the burden of enemy 
occupation. 

Profitableness of the Projected Undertakings. Aside {rom the 
urgency for making the investment, the probable profitableness of 
the enterprises has always been subjected to critical examination, 
and, on principle, those projects were refused sponsorship, whose 
encouragement, it was evident, would ultimately mean that sinking 
and amortization funds would have to come out of gencral revenues. 

Refusal of Foreign Loans Because of Possession of Other Means. 
Even though the productivity, the profitableness and the impos- 
sibility of postponement of projected structures were provable, 
this might not necessarily imply dependence upon the foreign 
capital market. Again it was common sense, and consequently a 
stipulation not especially stressed in the Rules for the Guidance 
of the Council, to assume that the credit seeker could neither have 
ready means at his immediate disposal, nor liquidatable funds, 
nor resources of any sort which might render the acceptance of a 
foreign loan entirely or temporarily unnecessary. 

The Council had, on several occasions, to bear this in mind in the 
case of municipalities, not only in considering the present situation 
but also the past, inasmuch as some cities had used surplus funds 
or moneys obtained on domestic loans for purposes, the urgency 
and value of which was not as great as that for which foreign loan 
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proceeds were to be used. Having this point in view, the Council 
took the position that the foreign market was to be called on only 
in the event that the credit seeking municipality either at the mo- 
ment of application for the loan or during the period of construction 
which was to be financed by the foreign money, did not have means 
with which to prosecute less urgent projects. The Council further 
inquired into the fact whether the credit seeker might not have in 
the recent past, executed projects which might have been deferred 
in favor of those to be undertaken with foreign money. In line 
with this position the Council requested information from the state 
governments and also sometimes had submitted to it the budgets 
of the municipalities and municipal associations. 

Financing of Projects wholly or partly Completed. The Council, 
furthermore, exercised caution in those cases in which the factor of 
supplementary financing of partly or wholly completed projects 
was present. This occurred especially when the municipalities 
had obtained short-term money from savings banks or municipal 
banks and desired to refund this out of foreign moncys. 

In exercising this caution, the Council was guided by the follow- 
ing points: First, the matter of refunding short-term credit did 
not seem so pressing that the possibility of securing long-term do- 
mestic money could not be awaited. Moreover, the consideration 
arose, that, should the Council, under stress of necessity, accede 
to the repayment of short-term money for projects to which other- 
wise it could not lend its support, the money so repaid might he 
loaned by the bank to another municipality. Thus the Council 
might presently have been faced with another decision of duress. 

The Council was inclined not to permit foreign loans for projects 
either wholly or largely completed. "This position could not, how- 
ever, be rigidly maintained in practice, especially when projects 
were involved which were being financed by note credits or by 
drawing upon ordinarv funds subsequently required for essential 
domestic purposes. The Council recognized in particular that it 
was not contrary to sound financial policy on the part of the 
states to advance available funds out of the ordinary budget up to 
a time when the negotiation of a loan for the purposes of the extra- 
ordinary budget might be most favorable. 

Taking of Foreign Money for Holding Purposes. The Council 
sees an especial danger, in view of existing circumstances, in the 
repeatedly occurring efforts to embody within a loan the entire 
outlay for the completion of a project though that completion may 
be years away. It is comprehensible that promoters should wish 
to undertake construction only when assured of the entire neces- 
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sary means. The common interest, however, would seem to dictate 
that only the most urgent requirements should be made the object 
of application for foreign money, in order that a heavy German 
indebtedness may be avoided. In addition, foreign moneys, the 
use of which is a matter of future anticipation, induce a liquidity of 
the money market not founded on normal economic processes, 
and therefore a misleading appearance of capital wealth, actually 
not existing, may be brought about, with all the attending dire 
consequences of over-valuation. Finally it must be considered 
that difficulties may arise in connection with money loaned for 
future use in the matter of interest payment. The Council 
believes the utilization of the foreign market for a period beyond 
that of immediate construction to be indefensible, although it 
recognizes the fact that the completion of an undertaking, under 
certain circumstances, may later meet with difficulties. 

It is the business of the states to see to it that loan proceeds are 
actually applied to the purposes stated. In those few cases in which 
the Council has become aware of the fact that conditions laid down 
were being disregarded or that circumvention of the Council’s 
position was being practiced, the state government was imme- 
diately apprised. 

The question of paramount importance was then: Did the 
Advisory Council actually succeed in having the proceeds of the 
German public loans used for the purposes for which they were 
oflicially destined? Private credit seekers frequently com- 
plained that the municipalities used their foreign credits for 
the promotion of athletics and other “extravagances,” but they 
did not offer any conclusive evidence for their reproaches, and 
at least in 1925 the opinion prevailed that the German govern- 
ment exercised a dominant influence upon the use made of the 
proceeds of foreign public loans. This impression was still 
further strengthened by the fact that German cities, for obvious 
reasons, bitterly resented this governmental control. When, 
soon after the conclusion of the Cologne $10,000,000 Joan of 
July, 1925, the government interdicted further foreign loans to 
this city, the mayor on December 17, 1925, stated in the city 
council: ? 

? See. Külnische Volkszeitung, No. 936, December 18, 1925. 
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Last summer and now again we applied for approval of a foreign 
loan of 20 million gold marks to be used for the sole purpose of 
developing our railways, the procuring of rails, laying of them, 
thereby giving employment to workers, procurement of cars and 
motors, etc. You all know that this extension is an absolute 
necessity. Nevertheless it is recklessly decreed: no foreign loans 
whatsocver will be allowed to municipalities for railway purposes. 
The real meaning of this is incomprehensible to me. 

The refuse incinerator will require a capital outlay of 10 million 
gold marks. Cologne is not in a position to construct this plant 
without a foreign loan. I am of the opinion that loans for which 
the absolute necessity is evident should also be allowed to the 
municipalities. 

Now it is true that the proceeds of the 25-year loan of July, 
1925, were to be applied toward the construction of a new 
municipal harbor and industrial area, the improvement and 
extension of the street railway systems and other municipal 
utilities, and the refunding of a previous loan, and it is also 
true that the government was able to prevent the city from 
making any additional foreign loans; but it is hard to see how 
the government could prevent the city from starting any con- 
struction within the sphere of acknowledged municipal func- 
tions on the basis of its regular revenues plus the proceeds of the 
July loan. The fact is that the government was able to limit 
the amount of public foreign loans but that it had scarcely any 
effective control over the use made of their proceeds. 

An effective control of the use of proceeds of a loan would 
indeed involve the close collaboration of the lender in the ad- 
ministration of the proceeds. Such a collaboration has only 
been provided for in the case of loans to church organizations, 
which are to be used for the advance of sub-loans. The pros- 
pectus of the loan to the Roman Catholic Church in Bavaria 
states in this respect: 

The administration of the funds derived from this Loan will 


be in the hands of a committee consisting of five members, one of 


whom will be a representative of the Issuing Houses, and will be 
nominated by them. 
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This Committce will pass upon each sub-loan application and 
no sub-loan can be granted without the unanimous vote of the entire 
Committee. 


But these were rare exceptions. For most German public 
loans what Edwards? claims as to public loans in general is true: 


An accurate analysis of the purposes of public loans is well 
nigh impossible, since there is no assurance that the proceeds will 
actually be applied to the object stated in the loan agreement. In 
many cases a government may borrow for one purpose, but really 
apply the funds thus obtained to an entirely different object. 
Hence not too much weight should be placed upon loan agreements 
or bond circulars as sources of information to find the purposes of 
public loans. 


But this statement of Edwards applies likewise to private 
loans: in many cases a corporation may borrow for one purpose, 
but really apply the funds thus obtained to an entirely diflerent 
object. The Agent General for Reparation Payments certainly 
put it very mildly, when he said in his report of November 30, 
1926: 


Foreign loans and other funds from abroad have flowed into 
the country in a steady stream, to a point exceeding at times the 
capacity of the German economy to make advantageous use of 
them. (p. 2) 

The freedom with which they [foreign loans] were offered 
has led latterly to a certain amount of over-borrowing, and the 
proceeds of these loans acting through the money markets have 
stimulated stock exchange speculation. (p. 55) 


There is in fact not the least doubt that a considerable part 
of the proceeds of the foreign loans granted in 1926 was directly 
used for more or less speculative dealings on the stock exchange. 
This would, of course, in itself not constitute a violation of the 
loan agreement, since the proceeds might eventually be used to 
serve the purpose for which the money was officially borrowed. 
But a special safeguard against severe losses through incautious 

3 Edwards, George W., Investing in Foreign Securities, New York, 1926, 
pp. 153-54. 
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“investments” seems only to have been provided for in the 
case of the two loans to the German Church Welfare Institutions, 
the proceeds of which shall be reloaned to institutions, etc.; the 
following clause being stpulated as to the preliminary use of 
the proceeds: 


Pending the making of reloans the proceeds of the Bonds may, 
with the approval of the Committee administering the reloans, 
be invested in German Mortgage Bank Bonds. 


Since in all other cases there is no possibility of ascertaining 
how much of the proceeds was actually applied to the different 
objects, the following analysis must confine itself to the purposes 
on which creditor and debtor had agreed. 


II. EXPRESSED PURPOSES OF THE LOANS 


In most cases great freedom seems to be left to the German 
borrower as to the use of the proceeds of the loan, and the 
purposes in general are not well defined in the pertaining docu- 
ments. The indentures hardly ever contain more than some 
general statement to the effect that the proceeds are to serve 
the borrowing company’s corporate purposes. The agreements 
always treat the purpose very briefly. The prospectuses on the 
whole are much more illuminating in this respect; yet in 
many cases they too are rather vague. That of the Miag Mill 
Machinery Company Bonds (48), for instance, states the 
purpose: “To liquidate bank loans and for other corporate 
purposes.” Moreover, some prospectuses under the heading 
“purpose” are much more explicit as to possible and unessential 
effects of the loan than as to its actual purpose. The pro- 


spectus of the loan to the Roman Catholic Church in Bavaria 
(42), for instance, says: 


PURPOSE OF LOAN 


To rehabilitate and provide much needed institutions of an 
educational, social service, and religious character under Catholic 
auspices, the proceeds of this Loan will be advanced as sub-loans 
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to Catholic Dioceses and organizations. Practically no educa- 
tional institutions, hospitals, orphanages, old peoples’ homes, 
churches, etc., have been built in Bavaria for over 11 years. 

"The use of these funds for such purposes will have a far-reaching 
effect in maintaining and improving the physical and moral wel- 
fare of the people of Bavaria. The Loan will therefore be of great 
assistance in upholding the stability of the Bavarian State as one of 
the bulwarks of the German Reich in its struggle for economic 
recovery, and in increasing the productivity of the German people. 


The best sources of information, as a rule, are the listing ap- 
plications to the New York Stock Exchange. But they exist 
only for 22 of the 69 loans, and they sometimes are almost as 
vague as the prospectuses. Those for the Electric Power Corpor- 
ation Bonds (7), and the Silesia Electric Corporation Bonds 
(37), for instance, say: “The proceeds of the issue of the bonds 
have been used for the development and enlargement of the 
plants and properties of the Company." 


The purposes of the loans, as agreed upon, are most diversified. 
Yet, there are three which far outnumber all others: the improve- 
ment and extension of the borrowers’ plants; the supply of work- 
ing capital; the redemption of previous debts. 

German Republic. The object of the loan to the Reich was 
unique. Its general purpose was to carry into effect the Repa- 
ration Plan of 1924. Its special purpose was to ensure currency 
stability in Germany and to finance deliveries in kind during 
the preliminary period of economic rehabilitation. 


The German External Loan 1924 was issued for the purpose 
of carrying into effect the Plan proposed to the Reparation Commis- 
sion by the First Committee of Experts (the "Dawes Committee") 
for the discharge of the reparation obligations and other pecuniary 
liabilities of Germany under the Treaty of Versailles, which Plan 
was confirmed by the various Governments concerned and by the 
Reparation Commission at the London Conference of August, 
1924. The German Government has undertaken to adopt all 
appropriate measures for carrying into effect the said Plan and for 
ensuring its permanent operation. The Loan is intended to serve 
the double purpose of ensuring currency stability in Germany and 
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financing, especially, deliveries in kind during the preliminary 
period of economic rehabilitation. (Listing application by v. 
Schlieben, Finance Minister of the Reich) 


States. The proceeds of all the eight state loans are wholly or 
in part to be used for the improvement of public utilities and 
other public works: construction, extension, and development 
of electric enterprises (Prussia, Bavaria, Oldenburg), improve- 
ment of harbors and construction of port railways (Prussia, 
Hamburg, Bremen), constructing or financing canals (Bavaria, 
Oldenburg) and dam development (Oldenburg), construction 
of a bridge (Hamburg). The second part of the loan to Bremen 
(12), the loan to Oldenburg (20), the second loan to Bavaria (54), 
and the loan to Prussia (56) were issued for such purposes alone. 
The first loans to Bavaria (13) and to Hamburg (43), and the 
loan to Anhalt (45) had partly similar purposes: they were also 
to improve and develop other state enterprises like a salt plant, 
iron works, and basalt quarries (Bavaria), or chemical factories 
(Anhalt), to purchase an interest in other enterprises (Bavaria), 
to improve real estate to be used for industrial purposes (Ham- 
burg). The first part of the loan to Bremen (12) and the second 
loan to Hamburg (59) served in part for the payment of one-ycar 
Treasury Notes. 

The pertinent documentary evidence on loans to states is 
shown in the fol owing excerpts: 


State of Bremen $10,000,000 7 per cent Bonds, due 1935 (12). 


The proceeds of this issue will be used for necessary income 
producing port improvements and other public works and for 
payment of the $5,000,000 External One-Year Discount Treasury 
Notes, due December 1, 1925.4 (Statement of Dr. Martin Donandt, 
President of the Senate of the State of Bremen, reprinted in Pros- 
spectus of September, 1925) 

$5,000,000 of the proceeds of the loan were used for payment 
of the External One-Year Discount Treasury Notes, due December 
1, 1925, and the balance is to be used for necessary income- 


4 The proceeds of those Notes dated December 1, 1924, and due December 
1, 1925, which were privately placed were to be used for port improvements. 
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producing port improvements and other public works. (Listing 
application) 


State of Bremen $5,000,000 7 per cent Bonds, due 1935 (12). 


The proceeds of this issue will be used for necessary income 
producing port improvements and other public works. (State- 
ment of Dr. Martin Donandt, reprinted in Prospectus of November, 
1925; the listing application of December 17, 1925, refers to the 
total $15,000,000 loan.) 


State of Bavaria $15,000,000 64% per cent Serial Bonds, due 
1926-45 (13). 

That the $15,000,000 principal amount of Bonds to be presently 
issued as aforesaid are to be issued for the following purposes, 
to-wit: 10 carry out the hydro-electric program of the State and to 
finance the State's contribution to the construction of the Rhine- 
Main-Danube Canal and to improve, acquire and/or develop 
various other State-owned enterprises, all of which purposes, the 
State represents, will create investments by which the value of 
the assets of the State will be correspondingly increased; and the 
State agrees that the entire proceeds from the sale of said $15,000,- 
000 principal amount of Bonds (save the amount required to pay 
the expenses incidental to the issuance of such Bonds) will be 
applied exclusively to said purposes. (Trust Agreement, Article 
First) 

The proceeds of the present offering of $15,000,000 of Bonds 
are to be applied by the State as follows: approximately 36,000,000 
Gold Marks to carry out the hydro-electric program of the State; 
approximately 10,000,000 Gold Marks to finance the State’s 
contribution to the construction of the Rhine-Main-Danube 
Canal; and approximately 10,000,000 Gold Marks to improve and/ 
or develop various other State-owned enterprises, to-wit: a salt 
plant, iron works, and basalt quarries, and to purchase an interest in 
the two enterprises which will acquire two Bavarian plants of the 
Deutsche Werke, A. С. (Letter of Dr. Wilhelm Krausneck, Minister 
of Finance, September 26, 1925, reprinted in Prospectus) 


State of Bavaria $10,000,000 64% per cent Sinking Fund Bonds, 
due 1945 (54). 

The entire proceeds of the Sinking Fund Bonds are to be applied 

by the State for the purpose of further construction and extension 

of State controlled hydro-electric properties. (Listing application) 
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State of Oldenburg $3,000,000 7 per cent Bonds, due 1926-45 (20). 


These bonds are issued to provide funds for the construction of 
ship and drainage canals, dam and electric light and power develop- 
ment in the cities of Oldenburg, Delmenhorst, Idar, and Varel. 

The City of Oldenburg . . . is situated on the Hunte River 
which through the construction of the Hunte-Ems Canal will shortly 
open to Oldenburg the commerce of the great Rhenish-Westphalian 
industrial district to the south. Part of the proceeds of this 
Bond issue will be devoted to the construction of this work. 
(Prospectus) 


State of Hamburg $5,000,000 One-year Treasury Note (43). 


The proceeds of this Treasury Note are to be used mainly for 
the construction of piers, the construction of a bridge over the 
River Elbe, and the improvement of real estate to be used for 
industrial purposes. (Prospectus) 


State of Hamburg $10,000,000 6 per cent Bonds, duc 1946 (59). 
The proceeds of these Bonds are to be used for the payment of 
the State's $5,000,000 One-Year Treasury Note which matures 
on May 1, 1927, for the construction of additional piers and port 
railways and of a bridge over the River Elbe and for the improve- 
ment of real estate to be used for industrial purposes. (Prospectus) 


State of Anhalt $2,000,000 7 per cent Bonds, due 1927-46 (45). 


The proceeds of these bonds will be used for the improvement 
and extension of chemical works and other enterprises owned by 
the State of Anhalt. (Letter of Deist, Minister-President Free State 
of Anhalt, May 6, 1926, reprinted in Prospectus) 


State of Prussia $20,000,000 64% per cent Bonds, duc 1951 (56). 

The entire proceeds of this issue of Bonds are to be applied by 
the State for revenue producing purposes. About 70% of the 
proceeds are to be used for the development of electric enterprises 
in which the State owns part of or all of the outstanding shares. 
The balance is to be used for the enlargement and improvement of 
harbors. (Letter of Dr. Hoepker-Aschoff, Prussian Finance 
Minister, September 9, 1926, reprinted in Prospectus) 


Associations of Municipalities and Cities. Like the eight 
state loans, all the three loans of associations of municipalities 
and all the eleven city loans are wholly or in part to be used for 
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the improvement of public utilities or other public works. In 13 
of the 14 cases it was expressly stated that the loans are partly 
destined for the city’s electric works, and even in the remaining 
case (Cologne) such use of the proceeds was possibly anticipated 
since it was to serve public utility extensions in gencral. Eleven 
loans are partly destined for water works and ten for gas works, 
such use being excluded only in the case of the Berlin loan. Six 
loans are partly to be used for the improvement and extension 
of the street railway system (Cologne, Munich, Dresden, 
Chemnitz, and cities of Wurttemberg and Baden), while the 
Berlin loan (8) is to serve the extension of its rapid transit 
subway system. The Berlin loan as well as the Cologne (9) and 
the Duisburg loan (27) are also to be used for harbor improve- 
ments. The Berlin and the Cologne loans are in fact the only 
ones which are not exclusively to be used for public utilities or 
other public works, part of the Cologne loan being destined for 
the development of an industrial area and part of both loans 
for the payment of previous foreign debis. 


City of Berlin $15,000,000 6% per cent Bonds, due 1950 (8). 

The City covenants that it will apply the proceeds of this Loan 
for the extension of the underground system of the City and for 
additions and betterments to its municipal electric light and 
power works. (Agreement, Article Eleventh) 

The proceeds of the Loan are to be used for additions and better- 
ments to the City’s electric light and power plants and for the 
extension of its rapid transit subway system.° (Listing applications) 


5 The Agent General for Reparation Payments, in his report of November 
30, 1925, says (p. 48) that the proceeds of this loan are to be used “for the 
construction of electricity works and Nord-Süd underground railway and 
for the repayment of short-term loan of 3 million dollars falling due in 
November 1925." This statement doubtless is exact, although all the docu- 
ments published in connection with the new loan pretend that the repayment 
of the old short-term loan was provided for otherwise. The Prospectus says 
in this respect: “These $15,000,000 Bonds and other obligations amounting 
to about $200,000 wil! be the only external debt of the City, provision hav- 
ing been made for payment of the $3,000,000 One-Year 7% Externa! Gold 
Loan, due November 15, 1925." 
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City of Cologne $10,000,000 614 per cent Bonds, due 1950 (9). 

The City covenants that it will apply the procceds of this loan 
toward construction of the new Municipal Harbor and Industrial 
Area, the improvement and extension of the strect railway system 
and other municipal public utilities and . . . $2,141,583 to pay the 
principal and interest as they mature of the credit of $2,000,000 
granted to the City by the International Acceptance Bank, Inc. 
(Agreement dated as of July 9, 1925, Articles Twelfth and Four- 
teenth; in the listing application of March 31, 1926, by the Mayor 
of Cologne, the latter purpose was worded in the following terms: 
$2,141,583 to pay the principal and interest of $2,000,000 Notes 
due December 31, 1925, the proceeds of which were used for the 
foregoing purposes.) 


City of Munich $8,700,000 7 per cent Bonds, duc 1926-45 (10). 

The proceeds of this issue will be used for the extension and 
betterment of the City’s electric light and power plants, gas plants, 
waterworks, street railways, market buildings and other purposes, 
all of which are designed to increase the municipal revenues. 
(Prospectus) 


City of Duesseldorf $1,750,000 7 per cent Bonds, due 1926-45 (16). 

Proceeds of this loan will be used for extensions and betterments 
of the City's utilities, designed to increase municipal revenues. 
They will be devoted primarily to extensions to the present electric 
light and power plant and to defraying the City’s share of the 
expense in the construction of waterworks for the joint use of the 
Cities of Duesseldorf and Duisburg. (Prospectus) 


City of Heidelberg $1,500,000 718 per cent Bonds, due 1950 (17). 
The procecds of this issue will be used exclusively for productive 
purposes, such as the development of the clectric works, gas works, 
and water works. It is intended to extend, out of the proceeds 
of the issue, on the gas works $400,000, on the water works 
$600,000, and on the electric works $350,000. (Listing application) 


State of Wurttemberg Consolidated Municipal $8,400,000 7 per cent 
Bonds, due 1926-45 (18). 

The Associated Municipalities covenant that they will apply 
the proceeds of this loan for extensions to and betterments of 
their electric power plants, gas plants, water works and tramways 
and for other useful purposes, all of which are designed to increase 
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their respective revenues. (Agreement, Article Eleventh; the 
Prospectus mentioned also extension and betterment of the Cities’ 
electric light plants.) 


City of Dresden $5,000,000 7 per cent Bonds, due 1945 (24). 


The City covenants that it will apply the proceeds of this Loan 
exclusively for income producing purposes, namely, for additions 
and betterments to its municipal gas works, water works, electric 
light and power plant and its street railway system. (Agreement, 
Article Thirteenth) 


City of Frankfori-on-Main $4,000,000 7 per cent Bonds, due 1926-45 
(25). 

The City covenants that it will apply the proceeds of this Loan 
for additions and betterments to its municipal electric light and 
power plants and its water and gas works. (Agreement, Article 
Eleventh) 


City of Duisburg $3,000,000 7 per cent Bonds, due 1926-45 (27). 


The procceds of this issue are to be used primarily for the exten- 
sion and hetterment of the City’s electric light and power, gas and 
water systems, and for harbor facilities. (Prospectus) 


Consoliduled Municipalities of Baden $4,500,000 7 per cent Bonds, 
due 1951 (32). 

The proceeds of this issue will be used for the extension and 
betterment of the municipal electric light and power plants, gas 
plants, water works, street railways and for other purposes. (Letter 
of Badische Girozentrale of January 13, 1926, reprinted in Pro- 
spectus) 


Bavarian Palatinate Consolidated Cities $3,800,000 7 per cent Bonds, 
due 1927-45 (38). 
Proceeds of this issue will be used for income-producing utility 
improvements, including water works, gas works, electric light 
plants and similar betterments. (Prospectus) 


City of Leipzig $5,000,000 7 per cent Bonds, due 1947 (41). 


The City covenants that it will apply the proceeds of this Loan 
exclusively for income producing purposes, namely, for additions 
and betterments to its electric light and power plants and its gas 
works. (Agreement, Article Thirteenth) 
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City of Hanover $2,000,000 One-year 5% per cent Treasury Note 
(60). 
The proceeds of this Treasury Note are to be used for additions 


and improvements to the gas, clectric and water works and other 
income producing properties owned by the City. (Prospectus) 


City of Chemnitz $2,000,000 One-year 515 per cent Treasury Note 
(63). 


The procecds of this Treasury Note are to be used for additions 
and improvements to the income producing properties owned by 
the City (electric and water works, street railways, etc.). (Рто- 
spectus) 


Public Utility Corporations. All of the 19 loans of public 
utility corporations are likewise used wholly or in part for the 
improvement of public utilities. In 17 cases (6, 7, 14, 19, 21, 26, 
35, 36, 37, 39, 47, 52, 53, 55, 57, 62, 68) the object is the erection 
or acquisition of new electric power or light plants, the extension 
of the generating, transmission and distribution system, or 
similar development and enlargement of the plants, properties, 
and installations. Two companies (26, 47) are using the loans 
partly for their gas generating or distributing facilities; the 
Berlin Electric Elevated and Underground Railways Company 
(65) wants it largely for betterments, additions and equipment; 
the German-Atlantic Cable Company (61) exclusively for the 
manufacture and laying of a cable; the Rhine-Main-Danube 
Corporation (14) partly for navigation construction and for 
weir and dam construction. The Saxon Public Works mention 
as one of the purposes of their first loan (6) the development 
of the company's coal deposits and the erection of a briquette 
factory adjacent to their new power plant; the Leipzig Overland 
Power Companies (57) likewise will use part of the loan in 
developing their coal mine. The latter company is the only 
one to say expressly that it will use another part of the loan as 
additional working capital. 

Quite a few public utility corporations want to use part of the 
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proceeds of the loan for the payment of previous debts. Three 
purposes can here be pretty clearly distinguished: 

(a) Reimbursement of floating debt incurred in connection 
with construction work to be carried on by means of the new 
loan (Saxon Public Works, Consolidated Hydro-Electric Works 
of Upper Wurttemberg, Silesia Electric Corporation, Stettin 
Public Utilities Company, Oberpfalz Electric Power Согрога- 
tion, Berlin Electric Elevated and Underground Railways Com- 
pany); 

(b) Retirement of funded debt in order to strengthen the 
security on which the new loan is based (Saxon Public Works 
first loan, Mannheim and Palatinate Electric Companies, pos- 
sibly also Sachsen-Anhalt Electric Company, Leipzig Overland 
Power Companies, Berlin City Electric Company second loan). 

(c) Retirement of funded debt previously contracted at most 
unfavorable terms (Saxon Public Works first loan, Berlin 
Electric Elevated and Underground Railways Company). 

The last purpose is of special significance in connection with 
the credit situation of German public utility and other corpora- 
tions, and may therefore be explained more fully by taking as an 
example the Berlin Electric Elevated and Underground Railways. 

This company, in 1925, had contracted a forty-year loan of 
12,000,000 marks ($2,857,000), callable any time at 120 per 
cent, the rate of interest being fixed at 150 per cent of the 
dividend on the common shares with 10 per cent as a minimum. 
Since the dividend for 1925 was 7 per cent, the rate of interest 
was 10.5 per cent for the last year. One of the purposes of the 
new $15,000,000 614 per cent loan of 1926, was to get rid of the 
heavy burden of the 1925 loan and the Company has indeed 
called this loan by April 1, 1927 at 120 per cent. The Company 
has thus to spend 14,400,000 marks ($3,429,000) for the 
redemption of the old 12,000,000 marks loan; and as its proceeds 
from the new loan are about 88 per cent of the nominal capital, 
it had to borrow about 16,400,000 marks ($3,900,000) in order 
to repay the 12,000,000 marks. Yet the 10.5 per cent interest 
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on the 12,000,000 marks was equal to $300,000 while the debt 
service on $3,900,000 (excluding amortization) is but $250,000. 
This transaction will then materially reduce the overhead ex- 
penses of the company and it was probably only the fear that the 
American public might not understand the necessity of having 
contracted one year ago a 40-year loan at so unfavorable terms 
which prevented the inclusion of an account of this transaction 
in the prospectus. 


Saxon Public Works $15,000,000 7 per cent Bonds, duc 1945 (6). 


The proceeds of the subject issue will be used in part to defray 
the major portion of the cost of the program of new construction 
for the development of the Company’s coal deposits in Western 
Saxony, including the re-imbursement of the Free State of Saxony 
for advances made in connection with construction work alrcady 
begun. This program embraces the erection of a new 100,000 k.w. 
power plant at Boehlen and of a briquette factory adjacent thereto, 
together with the necessary extension of the Company's high ten- 
sion transmission lines, sub-station and distributing facilities. 
The proceeds of this issue will also be used in part for the purchase 
and retirement of the outstanding bonds of the Ten per Cent Gold 
Loan of 1924, and for the purchase, as soon as possible, of the out- 
standing mortgages on coal lands and on buildings. (Listing 
application) 


Saxon Public Works $15,000,000 6% per cent Bonds, due 1951 (52). 


The proceeds from the sale of the present issue of Bonds have 
been used to reimburse the Company in part for expenditures in con- 
nection with the construction of new generating stations and 
for the acquisition of electric power and distribution properties, 
and, in addition, will permit the further expansion of the Com- 
pany’s distribution system required by che continuing rapid 
increase in demands for electric energy throughout the State of 
Saxony. (Listing application) 


Electric Power Cor poration $7, 500,000 61% per cent Bonds, due 1950 (7). 


The proceeds of the issue of the bands have been used for the 
development and enlargement of the plants and properties of the 
Company. (Listing application) 
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Rhinc-Main-Danube Corporation $6,000,000 7 per cent Debentures, 
due 1950 (14). 


Proceeds of these $6,000,000 7% Sinking Fund Gold Deben- 
tures, Series A, will be used, together with subsidies from the 
German Government and the State of Bavaria, for part of the 
cost of construction of the connecting deep water-way system in 
Germany, and particularly for the cost of construction of three 
dams and hydro-electric power plants on the River Main east of 
Aschaffenburg and for the completion of the Kachlet works (56,000 
horsepower) at Passau. (Company's letter of September 29, 1925, 
reprinted in Prospectus) 

The proceeds of this loan together with subsidies from the German 
Reich and the Free State of Bavaria, partly received and partly 
to be paid in 1926-1928, in all aggregating approximately $11,- 
662,000, are to be used as follows: Approximately $1,190,000 
will be used for the carrying out of navigation construction of 
those portions of the waterway where there are no power stations; 
the remaining $10,472,000 will be used for construction of those 
portions of the waterway on which power stations as well as naviga- 
tion installations will be erected. The latter amount is destined 
as to one-half, for navigation construction and as to the other 
half, for weir, dam and power station construction. (Listing 
application) 


Hamburg Electric Company $4,000,000 7 per cent Debentures, due 
1935 (19). 

The present Joan will be used for further construction and im- 
provement of the producing and distributing system of the Com- 
pany. This will include first of all the continuance of the present 
construction program of the Neuhof plant and expenditures will 
also be made for the erection of additional sub-stations and exten- 
sion of the Company’s large cable system. (Company’s letter of 
October 28, 1925, reprinted in Prospectus) 


Rhine-Westphalia Electric Power Corporation $10,000,000 7 per cent 
Bonds, due 1950 (21). 

The proceeds from the sale of the present issue of bonds are 
being used toward the construction of the Company’s high tension 
transmission system extending from the Ruhr District to the water 
powers in southern Germany, and in the further expansion of the 
generating, transmission and distribution properties of the Com- 
pany and its subsidiaries. (Listing application) 
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Westphalia United Electric Power Cor poration $7,500,000 615 per cent 
Bonds, duc 1950 (26). 

The proceeds of this issue of bonds are being used primarily for 
the development and enlargement of the electric light and power 
plants, transmission system and distribution system of the Com- 
pany. The balance is being used for the enlargement of the gas 
distributing systems. (Listing application) 


Sachsen-Anhalt Electric Company $1,000,000 615 per cent Notes, 
due 1926-28 (35). 
The proceeds of this issue are to be used in part to reduce existing 
loans and also in part for additional installations. (Prospectus) 


Consolidated Hydro-Electric Works of Upper Wurttemberg $4,000,000 
7 per cent Bonds, due 1956 (36). 


The proceeds of this issue will be used for the construction of 
two new hydro-electric plants, severa] new substations, the enlarge- 
ment of existing plants, the extension of the Company's distribution 
system and for the retirement of floating debt incurred for the 
aforesaid purposes. (Listing application) 


Silesia Electric Corporation $4,000,000 61% per cent Bonds, due 
1946 (37). 

Proceeds of the present issue of Bonds are to be used largely 
to reimburse the Company for expenditures on property additions 
made and to be made, including the new 30,000 k.w. generating 
unit now being installed. (Company's letter of February 1, 1926, 
reprinted in Prospectus) 


Berlin City Electric Company $3,000,000 64% per cent Notes, due 
1928-29 (39). 

. The proceeds . . . of this loan . . . used only in the construc- 

tion of additional generating capacity. (Prospectus) 


Berlin City Electric Company $20,000,000 61% per cent Debentures, 
duc 1951 (68). 

The proceeds of the sale of the debentures will be used to liquidate 
all current indebtedness except about $1,500,000 due during 1927, 
to complete construction of the new Rummelsburg plant and for 
other corporate purposes. (Prospectus) 
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Stettin Public Utilitics Company $3,000,000 7 per cent Bonds, due 
1946 (47). 

The proceeds of these Bonds are to be used to reimburse the 
Company and its subsidiaries for expenditures made and to be 
made on account of additions to the properties, particularly to the 
electric and gas generating facilities. (Company's letter of May 
27, 1926, reprinted in Prospectus) 


Mannheim and Palatinate Electric Companies $3,000,000 7 per cent 
Bonds, due 1941 (53). 


Seven-twelfths of the proceeds of this Joan will be allocated 
to the Mannheim Electric Company and will be used for the con- 
struction of additional plant and equipment and partly for the 
retirement of the Company's . . . revalorized debt ranking prior 
to the mortgage upon its property securing the Bonds. The 
remainder of such proceeds will be allocated to the Palatinate 
Electric Company and will be used for the extension of its trans- 
mission and distribution system and for other corporate purposes. 
(Companics’ letter of June 1, 1926, reprinted in Prospectus) 

Grosskraftwerk will apply its share of the procceds of the sale 
of the Bonds issued hereunder to the construction of plants and 
equipment upon real estate subject to the lien of this Indenture 
and/or to the reimbursement to said Company for such construc- 
tion and/or to the repayment of loans secured by liens upon the 
trust estate ranking prior to the lien of this Indenture. Pfalzwerke 
will apply its share of the proceeds of the sale of the Bonds to in- 
creasing its plants, equipment and undertakings and also to ac- 
quiring or increasing its participation in other croporations and 
undertakings. (Indenture, Article V, Section 11) 


Oberpfalz Electric Power Corporation $1,250,000 7 per cent Bonds, 
duc 1946 (55). 

The proceeds of this loan will be used for new construction 
work, the enlargement of existing plants, the extension of the 
Company’s distribution system and the retirement of floating 
debt incurred for the aforesaid purposes. (Company’s letter of 
July 2, 1926, reprinted in Prospectus) 


Leipsig Overland Power Companies $3,000,000 6% per cent Bonds, 
due 1946 (57). 

The Companies covenant that the proceeds of the sale of the 

Bonds shall be used exclusively for increase of working capital and 
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extensions of and improvements to the plants and properties of 
the Companies and repayment of revalorized obligations. . . . The 
Companies covenant that an amount at least equal to $1,000,000 
or its equivalent in Reichsmarks out of the proceeds of the sale 
of the first $3,900,000 principal amount to be issued . . . shall be 
used by the Company for the purchase, acquisition or construction 
of properties . . . (Trust Agreement, Article V, Section 13) 

The proceeds of this Loan will be used for the enlargement, 
extension and improvement of the operating properties including 
the coal mine . . ., for the retirement of outstanding funded 
debt of Leipzig Overland Electric Power Company, as additional 
working capital and for other corporate purposes. (Companies' 
letter of September 11, 1926, reprinted in Prospectus) 


German-Allantic Cable Company $4,000,000 7 per cent Bonds, due 
1945 (61). 

WnEREAS, the Company desires and intends to construct, lay, 
erect, and equip the necessary plants and lines for the transmission 
of messages by cable between the Island of Borkum near the City 
of Emden, Germany, and Horta, Fayal, in the Azores Islands; and 

WHEREAS, the Company, in order to complete the construction, 
laying, erection, and equipment of such cable lines and plants, and, 
in the exercise of its corporate powers, for the purpose of furthering 
and accomplishing its corporate objects and purposes, has deter- 
mined to create the issue of bonds . . . (Trust Decd, Introduction) 

The proceeds of this issue of Bonds have been and are to be 
applied to the cost of the manufacture and laying of this new 
Emden-Azores cable. (Company's letter of October 13, 1926, 
reprinted in Prospectus) 


Unterelbe Power & Light Company $2,500,000 7 per cent Bonds, 
due 1941 (62). 

The praceeds of these Bonds will be used for additions to the 
Company’s generating and distributing properties which wil! be 
subject to the mortgage securing the Bonds. (Company’s letter 
of October 15, 1926, reprinted in Prospectus) 

The Company will apply the proceeds of the sale of the Bonds 

. to the construction of Improvements and Extensions. (In- 
denture, Article VI, Section 10) 

The term “Improvements and Extensions" shall mean real 
estate, buildings, machinery permanently affixed to buildings, and 
other permanent improvements and additions to any real property, 
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i.e. land and buildings thereon, useful in the business of the 
Company and mortgageable under German law (1) which are not 
owned by the Company at the date of the execution of this Inden- 
ture, and (2) which shall not have been made the basis for the 
payment of any moneys held by either of the Trustees hereunder, 
and (3) which shall not have been acquired in substitution for 
property released from the lien of this Indenture. 

The term “Improvements and Extensions” shall not include 
any property acquired or constructed by the Company for the 
purpose of keeping or maintaining any property subject to the 
lien hercof in good repair, working order and condition or merely 
to replace old, inadequate, obsolete or worn out property. (Inden- 
ture, Article I, Section 10) 


Berlin Electric Elevated and Underground Railways Company 
$15,000,000 61% per cent Bonds, due 1956 (65). 

The proceeds of this issue will be used for betterments, additions 
and equipment, for the payment of floating debt incurred in the con- 
struction of lines acquired from the City and of extensions recently 
placed in operation, for the redemption of 13,463,700 Reichsmarks 
($3,205,261) par value of the Company’s outstanding Bonds and 
other obligations, and for other corporate purposes. (Letter of the 
Treasurer of the City of Berlin and the managing directors of the 
Company, November 11, 1926, reprinted in Prospectus) 


Indusirial Corporations. While the increase of working 
capital had been mentioned but once as a purpose of a loan of a 
public utility corporation, all the 15 loans of industrial corpora- 
tions with the exception of the United Industrial Corporation 
(30, 67) — and possibly the Miag Mill Machinery Company 
(48) — had this as their principal or at least secondary object. 
On the other hand, the development of plants and other properties 
which played such a conspicuous part in the loans of the public 
utility corporations, apparently was one of the objects in the 
case of only five loans of industrial corporations: Thyssen Iron 
and Steel Works first loan (3), United Industrial Corporation, 
Ilseder Steel Corporation (44), United Steel Works Corporation 
(50); while the installation of new machinery was to be provided 
for out of the loans of the General Electric Company (4, 28) and 
the Mansfeld Mining and Smelting Company (46). 
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Reduction of the floating debt was given as one of the purposes 
of seven loans: Krupp (2), General Electric Company (4, 28), 
Good Hope Steel and Iron Works (23), Rheinelbe Union (33), 
Miag Mill Machinery Company (48), United Industrial Corpora- 
tion (67), while in the case of the second loan to the Siemens 
Companies (58) not only the three-year bonds due January 1, 
1928, but also all revalorized mark obligations were to he retired 
by means of the new loan. 


Fried. Krupp Ltd. $10,000,000 7 per cent Notes, duc 1929 (2). 

The purpose of this issue is to reduce the Company’s current 
indebtedness and assure adequate working capital for the future. 
(Prospectus) 


August Thyssen Iron and Steel Works $12,000,000 7 per cent Bonds, 
due 1930 (3). 
The proceeds of these bonds are to be used for additional working 
capital, the further development of the companies’ collieries and for 
other improvements. (Prospectus) 


August Thyssen Iron and Stcel Works $5,000,000 6 per cent Note, 
duc 1926 (49). 

‘The proceeds of the Note are to be used principally to provide 
additional working capital for the issuing Companies pending 
the acquisition of their principal fixed assets by United Stee! Works 
Corporation. (Note Circular, June 14, 1926) 


General Electric Company $10,000,000 7 per cent Debentures, due 
1945 (4). 

The proceeds of the present issue will be used to reduce current 
liabilities and to increase working capital and to install additional 
machinery. In a reasonable proportion to the total assets (about 
$68,000,000) of the Company it is deemed necessary to have at 
its disposal a sufficient working capital. Accordingly, the greatest 
part of the proceeds of the issue will be devoted to that purpose. 
(Listing application) 


Genera! Electric Company $10,000,000 614 per cent Debentures, 
due 1940 (28). 

The proceeds of the present issue have been used to reduce 

current liabilities and to increase working capital; and to some 
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extent to install additional machinery necessitated by the recent 
expansion of the business of the Company. (Listing application) 


Siemens & Halske, Siemens-Schuckertwerke $10,000,000 7 per cent 
Bonds, one-half due 1928, one-half due 1935 (5). 


... the present issue of notes... . will provide funds for 
working capital. (Company's letter, reprinted in Prospectus) 


Siemens & Halske, Siemens-Schuckertwerke $24,000,000 64% per 
cent Debentures, due 1951 (58). 


The proceeds of these debentures [and approximately $6,000,000 
Reichsmark debentures] will be used by the companies to retire 
their Three-Year 795 Secured Sinking Fund Gold Bonds due 
January 1, 1928, all revalorized Mark obligations, including 
employees’ savings accounts, and to increase working capital. 
(Companies’ letter of September 23, 1926, reprinted in Prospectus) 


Good Hope Steel and Iron Works $10,000,000 7 per cent Bonds, 
due 1945 (23). 

The proceeds of this . . . issue are to be used in part for 
the repayment of bank loans and in part as an addition to working 
capital, and advances may be made as well to controlled subsidiary 
companies for the same purposes. (Company's letters of Novem- 
ber 18, 1925, and February 10, 1926, reprinted in Prospectuses) 

Proceeds of these bonds have been used in part for repayment of 
bank loans and in part for additions to working capital. (Listing 
application) 


United Industrial Corporation $6,000,000 6 per cent Bonds, due 
1945 (30) 

The proceeds of this issue of Bonds will be used to provide for 
the enlargement and extension of various plants and properties of 
the VIAG group. (Company’s letter of December 16, 1925, 
reprinted in Prospectus) 


United Industrial Corporation $6,000,000 64% per cent Debentures, 
due 1941 (67). 

The proceeds of this issue of Debentures will be used to provide 
for the repayment of current indebtedness incurred primarily in the 
acquisition of additional properties, the improvement of machinery 
and production facilities and for other extensions of subsidiary 
plants and properties in the VIAG group. (Company’s letter of 
December 6, 1926, reprinted in Prospectus) 
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German Central Bank for Agriculture $25,000,000 7 per cent Bonds, 
due 1950 (11). 

The purpose of this issue is to provide funds for the making of 
farm loans calculated to increase the productivity of German 
agriculture . . . The proceeds of this issue may also be used to retire 
existing liens on land which will be mortgaged to secure the bonds 
of this issue provided that not more than 20% of the proceeds 
of this issue can be used to retire such existing liens. Inasmuch 
as thesc liens arc in a majority of cases in favor of mortgage banks 
or other mortgage credit institutions, such sums as may be repaid 
in order that the mortgages securing this issue may have a first 
lien, will in the main be геюапс4 for agricultural purposes. (List- 
ing application) 


Municipal Bank of the State of Hessen $3,600,000 7 per cent Bonds, 
due 1926-45 (22). 

The proceeds of these bonds will be used for the increase of the 
harbor facilities of Mainz and for the construction of new, and 
extension of existing, gas, electric and water works and other 
public works of the communities. . . . The State of Hessen will 
receive at least 25% of such proceeds for similar improvements, 
and for improvements at the health resort at Bad Nauheim. 
(Letter of K. Henrich, Finance Minister of Hessen, November 
16, 1926, reprinted in Prospectus) 


Saxon State Mortgage Institution $5,000,000 7 per cent Bonds, due 
1945 (31). 

Saxon State Mortgage Institution $4,000,000 643 per cent Bonds, 
due 1946 (66). 

The proceeds of the present issuc of Bonds will be used by the 
Mortgage Institution to supply working capital to Saxon industries 
by means of loans secured by mortgages. (Institution's letters of 
December 11, 1925, and November 18, 1926, reprinted in Pro- 
spectuses) 


German Consolidated Municipal Loan of German Savings Banks and 
Clearing Association $23,000,000 7 per cent Bonds, due 

1947 (40). 
All amounts received by the Giroverband in respect of the issue 
and sale of the Bonds hereunder, with the exception of sums not 
exceeding reasonable compensation to the Giroverband for its 
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services, will be used by the Giroverband in purchasing, cither 
directly from the several municipal corporations or through the 
medium of the respective district associations, the municipal bonds 
assigned and delivered hereunder. The Giroverband undertakes 
and warrants that each such municipal corporation will apply all 
of the proceeds of cach such of its municipal bonds for the construc- 
tion or improvement of gas properties, electric properties, water 
works and or other self-supporting and revenue-producing public 
works owned by such municipal corporation. . . . (Indenture, 
Article VI, Section 3) 


Prizate Commercial Companies. The loans of the two depart- 
ment stores (15, 34) are to increase their working capital and to 
їм тоте Шей properties. The Hamburg-American Line (29) 
wanted a loan for the reconstruction of its sea-going fleet; a 
Rerlin Housing and Realty Improvement Company (69) 
disburses the proceeds for house building and payment of mort- 
gages. 


Rseinpk Karstadt, Inc., $3,000,000 7 per cent Bonds, due 1930 (15). 
The Company will use the proceeds of the $3,000,000 principal 

amount of bonds... to the extent of approximately 50% 

tkereo? to defray the cost of extensions, improvements and hetter- 

sts to the physical properties of the Company and to the extent 

approximately 50% thereof as additional working capital. 
тоте. Article V, Section 19) 


Гесчяст Tiets Aktiengesellschaft $3,000,000 7% per cent Bouds, 
due 1946 (34). 

The proceeds of this issue of Bonds will be used by the Company 
to increase its working capital and 10 expand its business. We 
will he exabled to extend our lines of merchandise and will also 
te able to make certain improvements in our buildings. (Com- 
pacy’s letter oi January 22, 1926, reprinted in Prospectus) 


Hozmburg-American Line $6,500,000 61% per cent Bonds, duc 1928- 


es (20) 


Tee proceeds of this Loan will he used to reimburse the Company 
for part of the cost of its sea-going fleet and repay a loan made for 
this purpose. (Company's letter of December 5, 1925, reprinted 
in Prospectus 
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Housing and Realty Improvement Company $1,500,000 7 per cent 
Bonds, due 1946 (69). 


The Company covenants and agrees that the proceeds of the 
sale of the Bonds shall be used solely and exclusively for the 
construction and equipment of the building or buildings . . . and/ 
or otherwise to the improvement and upkeep of the mortgaged 
real property and to the payment of existing mortgages thereon. 
(Trust Agreement, Article V, Section 7) 


Religious Organizations and Institutions. The three loans of 
the Roman Catholic Church in Bavaria (42) and of the German 
Church Welfare Institutions (51, 64) are mainly to be used for 
reloans. 


Roman Catholic Church in Bavaria $5,000,000 616 per cent Bonds, 
due 1946 (42). 


That, whereas the Gesamtverband, in order to rehabilitate and 
provide Catholic institutions in Bavaria and in other parts of 
Germany, including hospitals, old people's homes, churches, 
orphan asylums and the like institutions under Catholic auspices 
- « . (Indenture, Introduction) 

. . . for the purpose of making loans in order to rehabilitate and 
build the Catholic Institutions in Bavaria or other parts of Ger- 
many, including hospitals, old peoples! homes, churches, orphan 
asylums and the like. (/bid., Article ТИ, Section 2) 

Purpose of the Loan. To rehabilitate and provide much needed 
institutions of an educational, social service, and religious character 
under Catholic auspices, the proceeds of this Loan will be advanced 
as sub-loans to Catholic Dioceses and organizations. (Letter of 
Jacobus von Hauck, Archbishop of Bamberg, February 14, 1926, 
reprinted in Prospectus) 


Roman Catholic Church Welfare Institutions in Germany $3,000,000 
7 per cent Bonds, due 1946 (51). 


. - . for the purpose of making loans to Roman Catholic parishes, 
dioceses, orders, associations or corporations, other than the Oblig- 
ors, to build and rehabilitate Roman Catholic institutions in Ger- 
many, including hospitals, sanatoriums, convalescent homes, homes 
for the blind, deaf, dumb and crippled, homes for students, old 
peoples! homes, churches, schools, orphan asylums and similar 
institutions and to refund existing indebtedness, provided that not 
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more than $150,000 may be loaned to the Caritasverband. (Agree- 
ment, Article V, Section 8) 

The proceeds of these Bonds are to be reloaned to Roman 
Catholic Institutions, Dioceses, Parishes, and Orders throughout 
Germany largely for financing extensions and improvements; a 
small part will be reloaned for refunding existing debts and not 
to exceed $150,000 will be loaned to the Caritasverband itself. It 
is expected that about 809 of the reloans will be made for 
hospital improvements. Pending the making of rcloans the pro- 
ceeds of the bonds may, with the approval of the Committee 
administering the reloans, be invested in German Mortgage Bank 
Bonds. (Institutions' letter of June 10, 1926, reprinted in Pro- 
spectus) 


Protestant Church in Germany Welfare Institutions $2,500,000 7 per 
cent Bonds, due 1946 (64). 

Whereas the Obligor, in order to build and rehabilitate Protestant 
welfare institutions in Germany, such as hospitals, sanatoriums, 
convalescent homes, homes for the blind and crippled, homes for 
workmen and travellers, old peoples’ homes, asylums and similar 
institutions and for other purposes, has determined to issuc its 
bonds . . . (Agreement, Introduction) 

... for the purpose of making loans to Protestant parishes, 
synods, associations, institutions or corporations, other than 
the Obligor, to build and rehabilitate Protestant institutions in 
Germany, including hospitals, convalescent homes, homes for the 
blind and crippled, homes for workmen and travellers, old people's 
homes, schools, asylums and similar institutions and to refund 
existing indebtedness; provided that not in excess of $150,000 may 
be reloaned to the Obligor. (Agreement, Article V, Section 8) 

The Central Committee (the Obligor) will reloan the net proceeds 
of these Bonds to Protestant Welfare Institutions, Associations, 
Parishes and Synods throughout Germany, principally for financing 
extensions and improvements to welfare facilities; a small part 
will be reloaned for refunding existing debts and not to exceed 
$150,000 may be reloaned to the Central Committee itself. Pref- 
erence will be given to applications for loans designed to improve 
the economic situation of the individual institutions. Pending the 
making of reloans the proceeds oí the Bonds may, with the approval 
of the Committee administering the reloans, be invested in German 
Mortgage Bank Bonds (Pfandbriefe). (Central Committee's letter 
of October 1, 1926, reprinted in Prospectus) 
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11. PRODUCTIVE VERSUS UNPRODUCTIVE LOANS 


In discussing the purposes of loans it has become customary 
to distinguish “productive” from “unproductive” loans. But 
in theory as well as in practice there are wide differences of 
opinion as to what constitutes a productive loan. If, as some 
believe, every loan is to be considered as productive which leads 
directly or indirectly to the creation of more wealth, most of the 
American loans to Germany were productive; but if, as many 
believe, all loans should be considered as unproductive that 
fail to provide the means of paying for the interest or principal, 
the number of “unproductive” loans obtained by Germany 
would appear rather high. There is indeed not the least doubt 
that for example all the loans of German states and cities were 
likely to increase the wealth of the borrower and of the nation as 
a whole. In so far as they are loans for the development of 
purely commercial public works (electric plants, etc.), they may 
also provide the means of paying for the interest and the princi- 
pal. But in so far as such loans were taken for non-commercial 
public works, like the construction of a bridge, they certainly 
do not produce revenue at all, and in so far as they are applied to 
semi-commercial public works, like canals, they evidently cannot 
produce sufficient revenue to pay for the interest or the principal. 

A clear distinction between productive and unproductive 
loans is rendered the more difficult since in their public state- 
ments both the borrowers and the issuing houses are inclined to 
exaggerate the income producing feature of the loans. The 
letter of the Prussian Minister of Finance, reproduced in the 
prospectus of the Prussian loan, states for instance: “Тһе 
entire proceeds of this issue of Bonds are to be applied by the 
State for revenue producing purposes." Yet about 30 per cent 
of the proceeds were “to be used for the enlargement and im- 
provement of harbors.” The enlargement and improvement 
may, of course, increase the fees to be derived from a harbor, 
but their main object is certainly not to produce revenue, al- 
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though they may indirectly have this result by increasing the 
national income and thereby the income tax revenues. It has 
even been argued that the loan to the Catholic Church in Bavaria 
is productive: the Archbishop of Bamberg wrote in his letter to 
the issuing houses that this loan will “be of great assistance in 
increasing the productivity of the German people.” 

We, therefore, do not venture to decide to what extent the 
Advisory Council has reached its object of preventing public 
Joans which would fail to provide the necessary means of paying 
for the interest or principal. Its second aim, as has been shown, 
was to approve only of loans which would result in an increase 
of exports or in a restriction of imports. 


“This sort of success is, however, in the case of foreign loans of 
states or municipalities, definitely demonstrable only in a few in- 
stances, as, for example, the harbor projects of Hamburg and 
Bremen, etc. But the Council has, after all, given preference to 
such loans as at least indirectly reach the desired aim through the 
construction or extension of such works as promote manufactures, 
especially of export goods, and agriculture. On the other hand, 
those loans have consistently been discouraged, the proceeds of 
which would benefit primarily local interests. The supply of 
industry with electric power, gas, and water was usually, in com- 
pliance with the foregoing point of view, given approval.” 


As a matter of fact, most of the loans approved by the Advi- 
sory Council, and in addition practically all the loans of public 
utility corporations over which the Council has no jurisdiction, 
are used for the improvement and extension of electric power 
plants. Such loans may indeed indirectly further exports and 
lessen the necessity for imports, but the same is true of all loans 
which in some way or another promote industry, including most 
of the loans which were discouraged by the Council. As to 
harbor improvements, which, the Council believes, should 
have a special claim to the benefit of foreign money, they may 
possibly encourage overseas trade but it is hard to see how they 
could promote exports in preference to imports. 
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All that can then be said is that an analysis of the expressed 
purposes of American loans to Germany makes it likely that 
those loans on the whole will contribute to a revival of German 
economic activities. But it does not answer the question 
whether the use of those loans will yield in marks the equivalent 
to the amount of dollars needed for the debt service and, if so, 
whether they will influence the German balance of payments 
so as to make the transfer easy. 


CHAPTER VI 
CREDIT INSTRUMENTS 


I. TYPES OF SECURITIES 


'The credit instruments issued in connection with the 69 
American loans to Germany are of an extraordinary variety. 
A classification of the official names of those credit instruments 
leads to the conclusion that they include nearly as many types 
as the alphabet has letters: 


(a) Gold bonds (1, 12, 59). 

(b) Sinking fund gold bonds (8, 9, 17, 24, 32, 41, 42, 54, 56). 

(c) Sinking fund gold dollar bonds (61). 

(d) Serial gold bonds (10, 13, 16, 18, 20, 22, 25, 27, 38, 45). 

(e) Mortgage gold bonds (34). 

(f) Direct mortgage gold bonds (21). 

(g) Sinking fund mortgage gold bonds (3, 23, 33, 37, 44, 50, 53, 
57, 62). 

(№) (Closed) Mortgage sinking fund gold bonds (46). 

(i) First mortgage sinking fund gold bonds (7, 15, 26, 36, 55, 65). 

(j) (Closed) first mortgage sinking fund gold bonds (47, 48, 69). 

(k) Secured sinking fund gold bonds (5, 40, 51, 64). 

(/) First mortgage sinking fund guaranteed gold bonds (6). 

(m) General and refunding mortgage guaranteed gold bonds (52). 

(и) Mortgage collateral sinking fund guaranteed gold bonds 
(31, 66). 

(v) Hydro-electric first (closed) mortgage sinking fund gold 
bonds (30). 

(р) First lien farm loan sinking fund gold bonds (11). 

(q) First mortgage marine equipment serial gold bonds (29). 

(r) Sinking fund debentures (68). 

(5) Sinking fund gold debentures (4, 14, 19, 28, 58, 67). 

(t) Notes (39). 

(u) Serial gold coupon notes (35). 

(v) Merchandise secured gold dollar notes (2). 
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(w) Certificates of participation in gold note (49). 
С) Coupon certificates of participation in treasury note (43). 
(y) Certificates of participation in treasury gold note (60, 63). 


In fact, however, the types of credit instruments are not as 
manifold. Moreover, the official name is not always conclusive; 
for example: 

(a) The “gold bonds” in one case (1), are sinking fund gold 
bonds; in another case (12), they might be more correctly 
called market purchase fund gold bonds; but since very often 
the sinking fund is used for purchasing bonds, it is not possible 
to distinguish sharply between sinking fund and market purchase 
fund. 

(k) The “secured sinking fund gold bonds” in one case (5), 
are merchandise secured bonds; in all other cases (40, 51, 64) 
they are collateral mortgage bonds. 

(r) The “sinking fund debentures” (68) are sinking fund 
gold debentures and do not differ from (unsecured) sinking 
fund gold bonds. 

(t) The “notes” (39) are “serial gold coupon notes.” 

(y) The “‘certificates of participation in treasury gold note” 
(60, 63) do not differ from the “certificates of participation in 
gold note.” 

The different types of credit instruments may altogether be 
summed up as follows. They are: 

1. Unsecured coupon gold dollar bonds or gold dollar 
debentures, or 

2. Secured coupon gold dollar bonds, or 

3. Coupon gold dollar notes, or 

4. Certificates of participation in a gold dollar note. 

1. Unsecured bonds or debentures are the credit instruments 
of 22 of the 69 loans. In 13 cases they are sinking fund bonds 
or debentures, in 8 cases serial bonds, in one case “straight” 
bonds. There is no essential difference between unsecured 


1 For further details see Chapters VIT and IX. 
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bonds and debentures. Debentures have been issued exclu- 
sively for loans of public utility and of industrial corporations; 
unsecured "bonds," on the other hand, have in no case been 
issued for those two groups of borrowers, 14 such issues being 
floated for strictly public loans (states, associations of muni- 
cipalities, cities), and one for the loan of the Municipal State 
Bank of Hessen. 

2. Secured bonds are the credit instruments for 40 of the 
loans. In 37 cases they are sinking fund bonds, in 3 cases 
serial bonds. 

3. The notes mature all within five years or less. In one 
case they are merchandise secured sinking fund notes of an 
industrial corporation, in the two other cases unsecured serial 
notes of electric companies. 

4. The treasury notes for which certificates of participation 
have been issued are all three one-year state or city notes; in 
the fourth case a six-months note has been issued by a private 
corporation. 


II. PROVISIONS AS TO REGISTRATION 


The credit instruments are either registerable as to principal 
or with no privilege of registration. In both cases the interest 
coupons attached pass by delivery and are payable to the bearer. 
The credit instruments issued in connection with the American 
loans to Germany are almost all registerable as to principal. 
According to the documents at our disposal, this privilege 
was only denied in the case of six of the loans — the loans to the 
Reich (1), Krupp (2), State of Bremen (12), Rhine-Main- 
Danube Corporation (14), Sachsen-Anha t Electric Company 
(357, German-Atlantic Cable Company (61) — while no evidence 
appears for 10 loans (10, 16, 20, 27, 38, 43. 56, 59, 60, 63). 
In the case of the loan to the Miag Mill Machinery Company 
(48) "the $1,000 Bonds (but no others) shall be registerable 
as to principal." 
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The purport of registration may be seen from Article I, 
Sections 3 and 4 of the indenture securing the Rudolph Karstadt 
bonds (15), which is typical in this respect. 


Section 3. Тһе Bonds shall be negotiable and title thereto shall 
pass by delivery, except as to any Bond registered as to principal 
in the manner hereinafter provided. The Company, at an office 
or agency to be maintained by it at the principal office of the 
American Trustee, in the Borough of Manhattan, City and State of 
New York, will keep books for the registration, as to principal 
only, and transfer of the Bonds, as in this Indenture provided. 
Any Bonds may be registered on said books as to principal only, 
upon presentation thereof at said office or agency, and such regis- 
tration shall be noted on the Bond. After such registration no 
transfer shall be valid unless made on said books by the registered 
owner in person or by his attorney duly authorized and similarly 
noted on the Bond; but the Bond may be discharged from registry 
by being in like manner transferred to bearer, and thereupon 
transferability by delivery shail be restored; and such Bond may 
again and from time to time be registered or be transferred to 
bearer as before. 

Registration of any Bond as to principal shall not, however, 
affect the negotiability of the coupons appertaining to such Bond, 
but every such coupon shall continue to pass by delivery merely 
and shall remain payable to bearer. 

Section 4. As to any Bond registered as to principal, the person 
in whose name the same shall be registered shall for all purposes be 
deemed and regarded as the absolute owner thereof, and payment 
of, or on account of, the principal of any such Bond shall be made 
only to, or upon the order of, the registered owner thereof, but 
such registration may be changed, as hereinbefore provided. The 
Company and the Trustees may deem and treat the bearer of any 
Bond which shall not at the time be registered as to principal, and 
the bearer of any coupon for interest on any Bond, whether such 
Bond shall be registered as to principal or not, as the absolute 
owner of such Bond or coupon, as the case may be, whether such 
Bond or coupon shall be overdue or not, for the purpose of receiv- 
ing payment thereof, and for all other purposes whatsoever, and 
neither the Company nor the Trustees shall Бе affected by any 
notice to the contrary. All such payments shall be valid and 
effectual to satisfy and discharge the liability upon such Bond to 
the extent of the sum or sums so paid. 
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In some cases, a more or less specific provision is made as to 
the registration fees. The indentures securing the loans to the 
Hamburg-American Line (29) and the Stettin Public Utilities 
Company (47), for instance, merely require the payment of the 
taxes connected with such registration: 


Such registration and discharges from registration shall be without 
expense to the holder of the Bonds, but any taxes or other govern- 
mental charges required to be paid with respect to the same shall 
be paid by the party requesting such registration or discharge 
from registration as a condition precedent to the exercise of such 
privilege. (29) 

Upon everv registration of Bonds under the provisions of this 
Section, the Company may make a charge therefor sufficient to 
reimburse it for any tax or taxes or other governmental charges 
of the United States of America or of any State or political sub- 
division thereof required to be paid by the Company. Ко addi- 
tional charge shall be made for the registration as to principal or 
transfer of Bonds. (47) 


The indenture securing the Leipzig Overland Power Com- 
panies’ bonds (57) provides “in addition a registration charge 
not to exceed S1." In the case of the 614 per cent Siemens 
Companies’ bonds (58) this registration charge is $2 and the 
Companies may furthermore require the reimbursement of 
“other expense.” 

For any such transfer or registration of a Debenture, the Com- 
panies may require the payment of a sum sufficient to reimburse 
them for any stamp tax or other governmental charge or other 


expense connected therewith and also a further sum not exceeding 
$2 for each new Debenture issued upon such transfer or registration. 


The agreement on the loan to the City of Cologne (9) does 
not limit the fees to be asked. 


The fees of the Registrar for registering bonds and the fees of the 
Transfer Agent for transferring registered bonds shall be borne by 
the holders of such registered bonds. 


The fact that no privilege of registration is granted, as a 
rule, is evident only from the absence of any reference to such 
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privilege in the pertaining documents. The agreement on the 
Krupp loan (2) says for instance in this respect: 


The Company and the Bank may deem and treat the bearer of 
any Note issued hereunder, and the bearer of any coupon for in- 
terest on any Note, as the absolute owner of such Note or coupon 
for the purpose of receiving payment thereof and for all purposes 
whatever, and neither the Company nor the Bank shall be affected 
by any notice to the contrary. (Article One, Section 5) 


ПІ. DENOMINATIONS 


The loan to the German Republic was issued in bonds of $1000, 
5500, and $1002 All subsequent loans until July, 1925, were 
issued in $1000 and $500 denominations. The same is true of 
36 out of the 55 bond issues floated after July, 1925. Eighteen 
loans? were in $1000 bonds only.* One loan — that of the Mann- 
heim and Palatinate Electric Companies (53) — was like the 
loan to the German Republic—in bonds of $1000,$500, and $100.5 
The participation certificates in the Thyssen Gold Note were all 
of $10,000; those in the Treasury Note of the State of Hamburg 
amounted to $50,000, $25,000, $10,000, and $5000; those in 
the Treasury gold notes of the cities of Hanover and Chemnitz 
to $25,000, $10,000, $5000, and $1000. 


2 The English, the Belgian, the French, and the Swiss (£) tranches were 
іп £1000, £500, and £100 bonds, the Dutch trauche in £100 bonds only, 
the Italian tranche in lire 25,000, lire 12,500, lire 2500, and lire 500 bonds, 
the Swiss (Frs.) tranche in francs 1000 bonds. 

3 Nos. 10, 13, 15, 27, 28, 29, 33, 35, 39, 40, 46, 47, 50, 56, 57, 58, 67, 68. 

^ While there was thus a slight tendency to forego the smaller denomina- 
tions in the German loans issued in the United States, the same is appar- 
ently not true of the German loans floated in other countries. The Swiss 
loans to the Berlin City Electric Company (November, 1925) and to 
the State of Baden (April, 1926) were in frs. 2000 and frs. 1000 bonds, the 
Swiss loan to the Lech Electric Works (July, 1926) was in frs. 1000 bonds; 
the British loan to the German Potash Syndicate (November, 1925) was 
in £1000, £500, £100, £50, and £20 bonds, the British loan to the Textile 
Trades Corporation (December, 1925) in £1000, £100 and £50 bonds. 

5 According to the indenture. The prospectus speaks only of $1000 
and $500 bonds. 
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In the case of various denominations, it is left as a rule to the 
underwriting syndicate to determine how many bonds of each 
kind shall be issued. The agreements on the loans to the cities 
of Berlin (8), Cologne (9), Dresden (24) Frankfort (25), Leipzig 
(41), and the Associated Municipalities of Wurttemberg (18) 
thus read: 


The bonds . . . shall be in denominations of $1000 and $500 
in such proportions as the Bankers may require. 


The indenture securing the Ilseder Steel Corporation bonds 
(44), however, explicitly says: 
Of the said $7,500,000, aggregate principal amount, of Bonds, 
$7,125,000 thereof shall be issued in the denomination of $1000, and 
shall be numbered consecutively from M-1 to M-7,125, inclusive, and 


$375,000 thereof shall be issued in the denomination of $500, and 
shall be numbered consecutively from D-1 to D-750 inclusive. 


The indenture securing the Oberpfalz Electric Power Corpora- 
tion bonds (55) likewise states: 

There shall be issued . . . 100 Bonds of the denomination of $500 

and 1200 Bonds of the denomination of $1000. The $1000 Bonds 


shall be numbered from М 1 consecutively upward and the $500 
Bonds shall be numbered from D 1 consecutively upward. 


But these are rare exceptions and the main source which 
reveals how many bonds of each denomination were issued is 
the listing application to the Stock Exchange. 

The listing application of the Finance Minister of the Reich 
to the New York Stock Exchange thus said: 


Application is hereby made for listing on the New York Stock 
Exchange of $110,000,000 principal amount of German External 
Loan 1924 Seven per cent Gold Bonds, in coupon form, dated 
October 15, 1924, and due October 15, 1949, numbered Cl to 
C-105,683 inclusive, for $1000 each; B-1 to B-7746 inclusive, for 
$500 each; А-1 to A-440 inclusive, for $100 each, on official notice 
of issuance in exchange for outstanding interim receipts. 


The listing applications for bonds of various denominations 
show the following distribution: 


| Таша. 
| AMOUNT Гохрз 1х DENOMINATIONS OF Totar NoursaL 


Ж _ CAPITAL ОР 
No. Borrower Е gm I кш» 
1 German Republic. . » 2 2 2 200. | 110,00.C00 105,683 7,146 2110,000,000 
4 General Electric Company . . . . . . . 10,000,000 10,000 20,000 20,000,000 
6 Saxon Public Works, Inc. . . . . . . . 15,000,000 14,700 600 15,000,000 
7 Electric Power Corporation. . 2 . . . . 7,500,000 7,200 15,000 15,000,000 
8 City of Berlin. . 2 2 2 20202020.) 514,850,000 14,000 1,700 14,820.000 
9 | City of Cologne . . Ба Жуй tud 10,000,000 9,250 1,500 10,С00,000 
1 German Central Bank fa Agriculture wee жуй 25,000,000 23,200 3,600 25,600,000 
12 State of Bremen . . . „ож е © 12,750,000 12,200 920 12,750,000 
14 Rhine-Main-Danube Corporation до ae oer o 4 5,947,500 6,000 12,000 12,000,000 
17 | City of Heidelberg . . 2 1,500,000 2,000 500 2,250,000 
21 Rhine-Westphalia Electric Power Corporation 10,000,000 10,000 1,200 10,600,000 
23 Good Hope Steel and Iron Works . . . . e 9,875,000 9,671 658 10,000,000 
24 | Cityof Dresden . . . ; 1 3,793,000 3,775 300 3,925,000 
26 | Westphalia United Electric Power Corporation - 7,700,000 7,500 15,000 15,000,000 
36 Cons. Hydro-Electric Works Upper Wurftemberg о 3,974,500 3,974 7,949 7,948,500 
37 Silesia Electric Corporation. . . . . . . 4,000,000 4,000 8,000 8,000,000 
41 CiyofLeipig . . . . . . 2 2... ^ 1,075,000 3,775 600 4,075,000 
44 Песдег Steel Corporation, 2... . . . 7,500,000 7,375 900 7,825,000 
52 Saxon Public Works, Inc.. . . . . Я 15,000,000 14,250 1,500 15,000,000 
54 Siate af Bavaria < . . a. s smara 10.000,000 9,:00 1,060 10,000.000 
а Including 4,440 bonds of $100. * $125,000 rctired by sinking fund. 
5 $150,000 purchased for sinking fund and cancelled. 2 $132,000 purchased for sinking fund and cancelled; $1,075,000 in Holland. 


« $2,250,000 in Holland 2 $25,500 cancelled by sinking fund. 
4 $52,500 retired by sinking fund. ^ $925,000 in Holland. 


SINIAWNALSNI LIAIAI 


££T 
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It will be noticed that in a good many cases the total nominal 
capital of the bonds to be issued far exceeds the nominal capital 
of the entire loan. This is indeed always necessary when the 
holder of $1000 bonds is entitled to exchange them against 
$500 bonds and vice versa. The reply of the Committee on 
Stock List to the listing application of the Electric Power Cor- 
poration (7) reads as follows: . 


This Committee recommends that the above-described $7,500,000 
First Mortgage Sinking Fund Gold Bonds, Six and One-Half per 
cent Series, due March 1, 1950 (guaranteed), included? in Nos. M-1 
to M-7,500, for $1,000 each and D-1 to D-15,000 for $500 each (and 
coupon bonds of one denomination issued in exchange for coupon 
bonds of another denomination*) be admitted to the list on oflicial 
notice of issuance in exchange for outstanding interim receipts, 
in accordance with the terms of this application. 


Yet, it occurs that more bonds are applied for listing than 
corresponds to the nominal capital of the loan, even when no 
exchange of bonds is admitted. The Ilseder Steel Corporation, 
as has been shown, had agreed with the Trustees that 7125 
bonds of $1000 each and 750 bonds of $500 each should be 
issued. The listing application expressly states: “No provision 
is made for exchange of denominations." But the same listing 
application, which was made October 25, 1926, about six 
months after the conclusion of the indenture, refers to “Nos. 
M-1 to M-7375 of the denomination of $1000 each, and Nos. 
D-1 to D-900 of the denomination of $500 each." 


There are a variety of provisions concerning the interchange- 
ability of denominations. Credit instruments of various de- 
nominations may be: 

1. Fully interchangeable at the option of the holder, or 

2. Exchangeable in so far as bonds of a smaller denomination 
may be exchanged against bonds of a higher denomination, or 

3. Not exchangeable at all. 


© Italics not in original. 
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This feature has been ascertained for 45 of the 52 loans with 
credit instruments of various denominations. 

1. The credit instruments are fully interchangeable in 17 
cases (3, 5, 7, 14, 17, 19, 26, 30, 32, 34, 36, 37, 42, 51, 54, 61, 
64). Тһе indenture securing the Leonhard Tietz bonds (34), 
for instance, says: 


The holder of any definitive Bond of the denomination of $1000 
may, at his option, on surrender thereof in bearer form with all 
unmatured coupons thereunto appertaining, at the principal oflice 
of the American Trustce, in the Borough of Manhattan, City and 
State of New York, receive in exchange therefor two Bonds of the 
denomination of $500 each bearing all unmatured coupons; and the 
holder of any definitive Bond of the denomination of $500 may at 
his option, on surrender thereof at said office, with another Bond 
of like denomination in bearer form, together with all unmatured 
coupons appertaining thereto, receive in exchange therefor a Bond 
of the denomination of $1000. Whenever Bonds shall be so sur- 
rendered for such exchange, the Company shall execute and deliver 
to the American Trustee, and the American Trustee shal! authenti- 
cate and in exchange therefor shall deliver Bonds in bearer form of 
such other denomination, bearing all unmatured coupons, and of the 
same aggregate principal amount as the Bond or Bonds so surren- 
dered. Every definitive Bond may have endorsed thereon a legend 
reciting the privilege of such exchange, in such form as may be 
required to comply with the rules of any Stock Exchange or to 
conform to usage with respect thereto. Upon every such exchange 
of Bonds, the Company may make a charge therefor sufficient to 
reimburse it for any tax or taxes or other governmental charges of 
the United States of America or of any State or political subdivision 
thereof required to be paid by the Company and, in addition, may 
charge a sum not exceeding one dollar ($1.00) for each Bond issued 
upon any exchange, which shall be paid by the party requesting 
such exchange as a condition precedent to the exercise of such 
privilege. Upon every such exchange of Bonds, the American Trus- 
tee shall forthwith cancel the surrendered Bond or Bonds and, 
on request of the Company, deliver the same to the Company. 
(Article II, Section 1) 


In some cases (14, 51, 54, 64) the additional charge is $2. 
2. In six cases (4, 6, 11, 21, 31, 66) $1000 bonds are not ex- 
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changeable against two $500 bonds. The indenture securing 
the 7 per cent General Electric Company bonds (4), for in- 
stance, says in this respect: 


Whenever definitive Bonds of the denomination of $500, in 
principal amounts aggregating $1000, or some multiple thereof, with 
all unmatured interest coupons attached, shall be surrendered 
to the Trustee for such purpose, the Company shall execute, and 
thereupon the Trustee shall authenticate and deliver in exchange 
therefor, an equal aggregate principal of definitive Bonds of the 
denomination of $1000. (Article First, Section 1) 


The additional charge in all six cases is $2. 

3. In 22 cases (1, 2, 8, 9, 12, 18, 22, 23, 24, 25, 41, 43, 44, 48, 
49, 52, 53, 55, 60, 62, 63, 69) the credit instruments are not in- 
terchangeable at all. 


IV. DISTRIBUTION OF BONDS 


The denominations of the credit instruments do not show 
much as to the investors to whom the issues appeal. All that 
can be said is that the certificates of participation in the Gold 
notes with a minimum denomination of $10,000 (49) or $5000 
(43) have probably been exclusively taken by wealthy people. 
and that in view of the small number of bonds with a denomina- 
tion of less than $1000, comparatively few of the bonds will have 
been purchased by the very small savers. The actual distribution 
of part of the bonds of the loan to the Reich at the time of issue 
has recently been shown in a very interesting study of Mr. 
Dwight W. Morrow, a member of the firm of J. P. Morgan and 
Company.” His investigation covers 24 American investment 
houses having sold 22.2 per cent of the total American tranche 
of $110,000,000. 

Mr. Morrow found as the average amount of each sale 
$3194 (as compared with $2944 for the Austrian 7 per cent 
Bonds, $3808 for the Belgian 7 per cent Bonds, $3905 for the 


т Morrow, Dwight W., “Who Buys Foreign Bonds?" Роге; В 
January 1927, рр- 219-232. gn Affairs, 
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Амоохг or SALE Nummer | Рен Cent AMOUNT Per Cent 


ОР Sates | оғ TOTAL Som or TOTAL 
Sales $100 to $5000 . . 6,952 909 | $13,099,900 | 53.6 
Sales $5100 to $10,000 . - 433 5.6 3,847400 | 15.8 
Sales over $10,000 . . . 269 3.5 7,481,000 | 30.6 
Total Sales . . . . | 7,654 | 100.0 | $24,428,300 | 100 0 


Japanese 61% per cent Bonds, and $4335 for the Argentine 6 per 
cent Bonds). 

The conclusion which Mr. Morrow draws from his investiga- 
tions is: 

For one thing, it disposed of the idea that oflerings of forcign 
bonds are taken solely by wealthy individuals or large institutions. 
It showed, on the contrary, that these foreign bonds are being 
bought by large numbers of persons of moderate means. 

The first conclusion is certainly exact: offerings of foreign 
bonds are not taken solely by wealthy individuals or large 
institutions; and J. P. Morgan and Company would never in 
the case of the German loan have issued $440,000 in $100 
bonds, $3,873,000 in $500 bonds and only $105,683,000 or 96 
per cent in $1000 bonds, if they had destined this issue solely 
for wealthy individuals and large institutions. But the above 
table does not show that these forcign bonds are being bought 
by large numbers of persons of moderate means. The fact 
that an American invests only $2000 or $3000 or $5000 in a 
single German loan, does not prove that he is a man of moderate 
means. Не may have invested $100,000 or $1,000,000 in other 
foreign or domestic securities, in a factory, in a farm, in real 
estate, etc. How much of the bonds offered in connection 
with American loans to Germany have actually been bought 
by persons of moderate means, can only be ascertained by an 
investigation of the total means of the persons who have taken 
such bonds. 
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Denomination 
Credit Instrument Dollars 
German External Loan 1924 7% Gold Bonds $1,000 
500 
100 
Fried. Krupp Ltd. (Fried. Krupp Aktiengesellschaft) 1,000 
76 Five-Year Merchandise Secured Gold Dollar Notes 500 
August Thyssen Iron and Steel Works (August Thys- 1,000 
sen-Hütte Gewerkschaft) and Afüliated Mining and 500 
Sales Companies Five-Year 7% Sinking Fund Mortgage 
Gold Bonds 
Allgemeine Elektricitäts-Gesellschaft (General Electric 1,000 
Company, Germany) Twenty-Year Sinking Fund 7% 500 
Gold Debentures 
Siemens & Halske, A. G., Siemens-Schuckertwerke, 1,000 
G.m.b.H., Three-Year 7% Secured Sinking Fund Gold 500 
Bonds 
Siemens & Halske, A. G., Siemens-Schuckertwerke, 1,000 
G.m.b.H., Ten-Year 7% Secured Sinking Fund Gold 500 
Bonds 
Aktiengesellschaft Sachsische Werke (Saxon Public 1,000 
Works, Inc.) First Mortgage Twentv-Year Sinking 500 
Fund 7% Guaranteed External Loan Gold Bonds 
Electric Power Corporation (Elektrowerke Aktien- 1,000 
gesellschaft) First Mortgage Sinking Fund Gold Bonds, 500 
614% Series Due 1950 
City of Berlin, Twenty-Five Year 614% Sinking Fund 1,000 
Gold Bonds 500 
City of Cologne Twenty-five Year 614% Sinking Fund 1,000 
Gold Bonds 500 
City of Munich 7% Serial Gold Bonds 1,000 
Deutsche Rentenbank-Kreditanstalt Landwirtschaft- 1,000 
liche Zentralbank (German Central Bank for Agricul- 500 
ture) First Lien 795 Gold Farm Loan Sinking Fund 
Bonds 
State of Bremen (Free Hanseatic City of Bremen) Ten- 1,000 
Year 7% External Loan Gold Bonds 500 
Free State of Bavaria (Freistaat Bayern) 614% Serial 1,000 


Gold Bonds, External Loan of 1925 


No. 


14. 


22. 


23. 


24. 


25. 


26. 


27. 
28. 
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Denomination 


Credit Instrument 
Rhine-Main-Danube Corporation (Rhein-Main-Donau 
Aktiengesellschaft) 7% Sinking Fund Gold Debentures, 
Series A 
Rudolph Karstadt, Incorporated (Rudolph Karstadt 
Aktiengesellschaft) First Mortgage 7% Sinking Fund 
Gold Bonds 
City of Duesseldorf (Germany) 7% External Serial 
Gold Bonds 
City of Heidelberg External Twenty-Five Year 713% 
Sinking Fund Gold Bonds 
State of Wurttemberg Consolidated External Muni- 
cipal Loan of 1925 7% Serial Gold Bonds 
Hamburgische Elektricitéts-Werke (Hamburg Elec- 
tric Company) Ten-Year Sinking Fund 7% External 
Gold Debentures 
Free State of Oldenburg, Germany, 7% External Serial 
Gold Bonds 
Rheinisch - Westfälisches Elektrizitätswerk Aktien- 
Gesellschaft (Rhinc-Westphalia Electric Power Cor- 
poration) Direct Mortgage Gold Bonds, 7% Series Due 
1950 
Municipal Bank of the State of Hessen (Kommunale 
Landesbank in Darmstadt) 7% Serial Gold Bonds 
Gutehoffnungshütte, Aktienverein für Bergbau und 
Hüttenbetrieb, Gutehoffnungshütte Oberhausen 
Aktiengesellschaft (Good Hope Steel and Iron Works) 
Twenty-Year 7% Sinking Fund Mortgage Gold Bonds 
City of Dresden Twenty-Year 7% Sinking Fund Gold 
Bonds 
City of Frankfort-on-Main 7% Serial Gold Bonds 


Vereinigte Elektrizitatswerke Westfalen, G.m.b.H. 
(Westphalia United Electric Power Corporation) First 
Mortgage Sinking Fund Gold Bonds, 613% Series Due 
1950 

City of Duisburg, Germany, 7% Serial Gold Bonds 
Allgemeine Elektricitäts-Gesellschaft (General Elec- 
tric Company, Germany) Fifteen-Year 675% Gold 
Sinking Fund Debentures 


Dollars 
$1,000 
500 


1,000 


1,000 
500 
1,000 
500 
1,000 
500 
1,000 
500 


1,000 
500 
1,000 
500 


1,000 
500 
1,000 
500 


1,000 
500 
1,000 
500 
1,000 
500 


1,000 
1,000 


41. 


42. 
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Denomination 


Credit Instrument 
Hamburg American Line (Hamburg-Amerikanische 
Packetfahrt-Actien-Gesellschaft) (Hapag) First Mort- 
gage 61260 Marine Equipment Serial Gold Bonds 
United Industrial Corporation (Viag) (Vereinigte In- 
dustrie-Unternehmungen Aktiengesellschaft) Hydro- 
Electric First (Closed) Mortgage 6% Sinking Fund 
Gold Bonds 
Sächsische Landespfandbriefanstalt (Saxon State 
Mortgage Institution) Mortgage Collateral Sinking 
Fund 7% Guaranteed Gold Bonds 
Consolidated Municipalities of Baden External Sink- 
ing Fund 7% Gold Bonds 
Rheinelbe Union Twenty-Year 7% Sinking Fund Mort- 
gage Gold Bonds 
Leonhard Tietz Aktiengesellschaft (Leonhard Tietz, In- 
corporated) Twenty-Year 714% Mortgage Gold Bonds 
Elektrizitätswerk Sachsen-Anhalt A. С. (Sachsen- 
Anhalt Electric Company) External 615% Serial Gold 
Coupon Notes 
Consolidated Hydro-Electric Works of Upper Wurt- 
tenıberg (Bezirksverband Oberschwäbische Elektri- 
zitätswerke) First Mortgage 7% Thirty-Year Sinking 
Fund Gold Bonds 
Silesia Electric Corporation (Elektrizitatswerk Schle- 
sien Aktiengesellschaft) Sinking Fund Mortgage Gold 
Bonds, 61595 Series Due 1946 
Bavarian Palatinate Consolidated Cities, Germany, 
76% External Serial Gold Bonds 
Berlin City Electric Company (Berliner Stadtische 
Elcktrizitätswerke Aktien-Gesclischaft) 615% Notes 
German Consolidated Municipal Loan of German 
Savings Banks and Clearing Association (Deutscher 
Sparkassen-und Giroverband) 7% Sinking Fund Se- 
cured Gold Bonds, Series of 1926, Due 1947 
City of Leipzig, Germany, 7% Sinking Fund Gold 
Bonds 
Roman Catholic Church in Bavaria (Descriptive name 
actually: ‘‘Gesamtverband der Acht bayerischen Diö- 
тезеп") 675% Twenty-Year Sinking Fund Gold Bonds, 
Series A 


Dollars 
1,000 


1,000 
500 


1,000 
500 


1,000 
500 
1,000 


1,000 
500 
1,000 


1,000 
500 


1,000 
500 


No. 


43. 


45. 


47. 


48. 


49. 


50. 


51. 


52. 


53. 
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Denomination 
Credit Instrument Dollars 
State of Hamburg, (Germany) One Year Treasury 50,000 
Note, International Acceptance Securities & Trust — 25,000 
Company 55% Coupon Certificates of Participation 10,000 
5,000 
Tiseder Hutte (Useder Steel Corporation) Twenty- 1,000 
Year Mortgage Sinking Fund 7% Gold Bonds 500 
Free State of Anhalt (Germany) 7% External Loan 1,000 
Serial Gold Bonds of 1926 500 
Mansfeld Mining and Smelting Company (Mansfeld 1,000 
Aktiengesellschaft für Bergbau und Hüttenbetrieb) 
Fifteen-Year 7% (closed) Mortgage Sinking Fund 
Gold Bonds 
Stettin Public Utilities Company (Oeffentliche Werk- 1,000 
betriebe der Stadt Stettin, G.m.b.H.) Germany, First 
(closed) Mortgage Sinking Fund 7% Gold Bonds 
“Miag” Mühlenbau und Industrie Aktiengesellschaft 1,000 
(Miag Mill Machinery Company) 7% Closed First 500 
Mortgage Thirty-Year Sinking Fund Gold Bonds 
Certificates of Participation in the 6% Gold Note of 10,000 
August Thyssen Iron and Steel Works (August Thys- 
sen-Hütte, Gewerkschaft) and Affiliated Mining Com- 
panies 
United Steel Works Corporation (Vereinigte Stahl- 1,000 
werke Aktiengesellschaft) 25- Year 614% Sinking Fund 
Mortgage Gold Bonds, Series A 
Roman Catholic Church Welfare Institutions in Ger- 1,000 
many Loan, Der Deutsche Caritasverband Einge- 500 
tragener Verein, Die Katholische Schulorganisation 
Deutschlands (Landesausschuss Preussen) Eingetra- 
gener Verein und der Reichsverband der Katholischen 
Gesellenhäuser, Lehrlings-und Ledigenheime Einge- 
tragener Verein 7% Twenty-Year Secured Sinking Fund 
Gold Bonds 
Aktiengesellschaft Sachsische Werke (Saxon Public 1,000 
Works, Inc.) General and Refunding Mortgage Guar- 500 
anteed Gold Bonds, 614% Series Due May 1, 1951 
Mannheim and Palatinate Electric Companies (Gross- 1,000 
kraftwerk Mannheim Aktiengesellschaft, Pfalzwerke 500 
Aktiengesellschaft) Fifteen-Year 795 Sinking Fund 100 


Mortgage Gold Bonds 
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No. 


54. 


55. 


56. 
57. 


58. 


59. 


61. 


62. 


63. 


64. 


65. 
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Denomination 
Credit Instrument Dollars 
Free State of Bavaria (Freistaat Bayern) External 1,000 
Twenty-Year 614% Sinking Fund Gold Bonds 500 
Oberpfalzwerke Aktiengesellschaft für Elektrizitats- 1,000 
versorgung (Oberpfalz Electric Power Corporation) 500 
First Mortgage 795 Sinking Fund Gold Bonds 
Free State of Prussia 65% Sinking Fund Gold Bonds 1,000 
Leipzig Overland Power Companies (Landkraítwerke 1,000 
Leipzig Aktiengesellschaft in Kulkwitz, Energie Aktien- 
gesellschaft Leipzig) Twenty-Year 615% Sinking Fund 
Mortgage Gold Bonds 
Siemens & Halske Aktiengesellschaft (Siemens & Halske 1,000 
Stock Corporation), Siemens-Schuckertwerke, Gesell- 
schaft mit beschrankter Haftung (Siemens-Schuckert- 
werke Company, Limited) Twenty-five Year 614% 
Sinking Fund Gold Debentures 
State of Hamburg (Free and Hanseatic City of Ham- 1,000 
burg) Twenty-Ycar 6% Gold Bonds 500 
City of Hanover (Germany) One-Year 544% Treasury 25,000 
Gold Note, Participation Certificates of the Chase 10,000 
National Bank of the City of New York 5,000 
А 1,000 
German-Atlantic Cable Company (Deutsch-Atlan- 1,000 
tische Telegraphengesellschaft), First Mortgage 500 
Twenty-Year 7% Sinking Fund Gold Dollar Bonds 
Unterelbe Power & Light Company (Elektricitatswerk 1,000 
Unterelbe, Aktiengesellschaft) Fifteen-Year 7% Sink- 500 
ing Fund Mortgage Gold Bonds 
City of Chemnitz (Germany) One-Year 515% Treasury 25,000 
Gold Note, Participation Certificates of the Chase 10,000 
National Bank of the City of New York 5,000 
1,000 
Protestant Church in Germany Welfare Institutions 1,000 
Loan — Central-Ausschuss fiir die Innere Mission der 500 
deutschen evangelischen Kirche 7% Twenty-Year 
Secured Sinking Fund Gold Bonds 
Berlin Electric Elevated and Underground Railways 1,000 
Company (Gesellschaft für Elektrische Hoch-und 500 


Untergrundbahnen in Berlin) Thirty-Year First Mort- 
gage 614% Sinking Fund Gold Bonds 


No. 


66. 


67. 


68. 


69. 
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Denomination 
Credit Instrument Dollars 
Sächsische Landespfandbriefanstalt (Saxon State 1,000 
Mortgage Institution) Mortgage Collateral Sinking 500 
Fund 644% Guaranteed Gold Bonds 
United Industrial Corporation (Viag) (Vereinigte In- 1,000 
dustrie-Unternehmungen А. С.) 614% Sinking Fund 
Gold Debentures 
Berlin City Electric Company, Incorporated (Berliner 1,000 
Staedtische Elektrizitaetswerke Akt.-Ges.) Twenty- 
Five Year 614% Sinking Fund Debentures 
Housing and Realty Improvement Company Berlin 1,000 
(Wohnhaus- Grundstücks- Verwertungs Aktiengesell- 500 


schaft am Lehniner Platz) First (Closed) Mortgage 
Twenty Year Sinking Fund 7% Gold Bonds 


CHAPTER VII 
PROVISIONS GOVERNING PAYMENT 


It is generally agreed that principal, interest, etc., shall be 
payable: 

(a) at the principal office of the Fiscal Agent; 

(b) in gold сот of the United States; 

(c) in time of war as well as of peace; 

(d) irrespective of the person of the bondholder; 

(e) without deduction for German taxes. 

The bonds of the State of Wurttemberg Consolidated Muni- 
cipal Loan (18) thus say: 


Both the principal and interest of this Bond and the premium 
payable upon:the redemption hercof as hereinafter provided, will 
be paid at the principal office of The Chase National Bank of the 
City of New York, and/or of Blair & Co., the Fiscal Agents of the 
Loan, in the Borough of Manhattan, City and State of New York, 
United States of America, in gold coin of the United States of 
America of or equal to the standard of weight and fineness existing 
on November 1, 1925, and shall be paid in time of war as well as 
of peace, whether the holder of this Bond is a citizen of a friendly 
or а hostile state, without deduction for or on account of any 
past, present or future taxes, duties or other charges levied by or 
within the German Republic, or by or within any state, commune, 
union of communes, municipality or by any other public body or 
taxing authority therein. 


I. PLACE OF PAYMENT 


While the principal office of the Fiscal Agent (paying agent, 
disbursing agent) or the Trustee, is considered as the normal 


place of payment, a good many agreements, especially in case 
144 
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the Joan has been partly issued in another country, make it 
optional with the bondholder to collect principal and interest 
in a European bank. The indenture securing the 61% per cent 
Siemens Companics’ bonds (58) thus says: 


Principal of, and interest and contingent additional interest on, 
the Debentures shall also be collectible, at the option of the respec- 
tive Debenture holders, in London, England, at the office of J. 
Henry Schroder & Co., in Pounds Sterling, or in Amsterdam, 
Holland, at the office of Mendelssohn & Co. Amsterdam, or of 
Nederlandsche Handel Maatschappij, in Dutch Guilders, at the 
buying rate, in London and/or Amsterdam, respectively, for sight 
exchange on New York City on the day of presentation of the 
Debentures and/or coupons and/or Warrants for collection. 
(Article V, Section 2) 


Some agreements expressly provide another place of payment 
in case of a war between Germany and the United States. The 
indenture securing the 61% рег сег. Siemens Companies bonds 
says: 


If, by reason of the existence of a state of war or because of any 
law or regulation, the making of all or any of such deposits and 
payments, as herein and in the Debentures provided, should be 
impossible, and if at such time the Kingdom of the Netherlands 
shall not be at war with Germany, the Companies, so long as such 
impossibility shall continue, will in such event make, unless 
expressly prohibited by law, each and every one of said deposits 
and payment to Nederlandsche Handel Maatschappij, a banking 
corporation of Amsterdam, Holland, and will comply with and 
perform each and every of said provisions of this Indenture in the 
same manner as though said Nederlandsche Handel Maatschappij 
had been named in each of said provisions instead of the Fiscal 
Agent herein named. In such event also, so long as such impos- 
sibility shall continue, said Nederlandsche Handel Maatschappij 
shall be substituted for and shall act in the place and stead of the 
Fiscal Agent with the identical powers, authority and duties in all 
respects as though their name appeared in this Indenture and án 
the Debentures instead of the term “Fiscal Agent" wherever the 
same occurs. 

In case the Kingdom of the Netherlands shall be at war with 
Germany, but the Republic of Switzerland shall not be a party 
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to such war, each and every of said deposits and payments shall 
be made to Basler Handelsbank, a banking firm of Basle, Switzer- 
land, which shall in such event be substituted for said Neder- 
landsche Handel Maatschappij, above. (Article XIII, Section 2) 


Some other indentures (3, 15, 22, 33, 49, 50) contain almost 
literally the same provision, the indenture for the 7 per cent 
Thyssen bonds (3) substituting, however, for the United States, 
in the first place Great Britain, in the second place Switzerland. 


И. CURRENCY IN WHICH PAYABLE 


There is apparently not a single loan for which it is not pro- 
vided that all payments are to be made in United States gold 
coin of or equal to the present standard of weight and fineness. 

The agreement on the loan to Krupp (2) says more specifically: 


The Company covenants as hereinafter in this article set forth, 
viz: That it will duly and punctually pay or cause to be paid to the 
holders of each and every of the Notes the principal thereof and the 
interest accruing on said principal, and the premium thereon in the 
case of redemption, in gold coin of the United States of America 
of or equal to the standard of weight and fineness existing December 
15, 1924, at the dates and place and in the manner and amounts 
and rates mentioned in the Notes and in the coupons thereto 
appertaining and in this Agreement, according to the true intent 
and meaning thereof. The Company waives any option or elec- 
tion or right it has or may hereafter have under the Law of Ger- 
many, or otherwise, to pay principal of and interest and/or pre- 
mium, if any, on, its indebtedness arising out of this Agreement or 
the Notes and/or coupons, in any currency other than that of 
gold dollars of the United States of America of or equal to the 
standard of weight and fineness existing December 15, 1924, as 
specified herein, and as specified in the Notes and coupons, and 
consents that any judgment against the Company taken in the 
Courts of Germany or of any other country because of any default 
by the Company in the performance of its obligations or any other 
matter or thing arising from this Agreement and/or the Notes 
and/or coupons and/or the Indenture may be expressed in terms 
of gold dollars of the United States of America. (Article Two, 
Section 1) 
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The indenture securing the 65 per cent Electric Power 
Corporation bonds (7) does not so absolutely waive the rights 
of the company in this respect: 


In so far as it lawfully may, the Company waives any option or 
election or right it has or may hereafter have under the law of 
Germany, or otherwise, to pay principal and/or redemption price of 
and/or interest on and/or sinking fund with respect to its indebted- 
ness arising out of this Indenture, or the bonds and /or coupons, in any 
currency other than that therein and herein specified with respect 
to such bonds, and consents that any judgment against the Com- 
pany taken in the courts of Germany or of any other country 
because of any default by the Company in the performance of 
its obligations or any other matter or thing arising from this 
Indenture and/or the bonds and/or coupons, may be expressed in 
terms of gold dollars of the United States of America, provided, 
however, that the Trustee or the Co-Trustee may at its option, 
in event of default by the Company in the payments of principal 
and/or interest of and/or sinking fund with respect to any bonds 
issued hereunder, demand from the Company payment of all sums 
due by way of principal and/or interest and/or sinking fund on said 
bonds or coupons in marks in an amount equivalent to the amount 
of gold dollars of the United States of America which it is entitled 
to receive at the rates of exchange then current. (Article IV, 
Section 1) 


While a number of other indentures (21, 26, 29, 30, 34, 37, 
40, 44, 46, 47, 52) contain almost literally the same provision, 
the contract with the State of Bremen (12) goes even further 
in admitting reichsmarks at least as far as the payments in 
the purchasing fund are concerned: 


The Obligor, at its option, upon notifying the Paying Agent 
at least 15 days prior to March 1 and September 1 of each year, 
in lieu of making the market purchase fund payments entirely 
in dollars as provided for in Article 2, may on or before February 
23, and on or before August 26 in each year deposit with or create 
a credit with the J. F. Schroeder Bank K.a.A. in Bremen, Germany, 
and/or with Messrs. M. M. Warburg & Co., Hamburg, Germany, 
in favor of the Paying Agent of an amount of German Marks 
which at the rate of exchange then current shall be equal in dollars 
to one-half of the market purchase fund payments due on the 
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next succeeding March 1 and September 1. The Obligor coven- 
ants thereafter to maintain such deposit or credit in an amount 
suflicient to meet one-half the dollar requirements of the market 
purchase fund, the other half being remitted as provided in Article 
2. The Obligor hereby authorizes the Paying Agent when and 
as it requires funds to purchase Bonds for the market purchase 
fund, at not exceeding par and accrued interest, to draw on said 
deposit or credit by sight drafts or cable transfers, and to sell such 
sight drafts or cable transfers at the then current rate of exchange 
to an amount sufficient to provide for the payment in dollars of 
the Bonds purchased or to be purchased, plus the usual broker’s 
commission and plus one day’s interest at the coupon rate on the 
principal amount of Bonds purchased. 

The Paying Agent assumes no obligations in respect to the price 
or prices at which it may sell sight drafts or cable transfers, other 
than to endeavor to obtain the best price then current. It may 
itself purchase any such sight drafts or cable transfers at the then 
current rate. 

In case at any time the Paying Agent shall be unable for any 
reason to sell sight drafts or cable transfers in an amount sufficient 
to provide the dollar requirements of the market purchase fund, 
or if in the opinion of the Paying Agent circumstances render it 
advisable that dollars be remitted by the Obligor for the full amount 
of the market purchase fund requirements, the Obligor will forth- 
with remit to the Paying Agent sufficient dollars to mect the pur- 
chase fund requirements. (Article 3) 


Payments to a German Co-Trustee may in some cases be made 
in reichsmarks, but at the exchange risk of the borrower. The 
indenture securing the 7 per cent Saxon State Mortgage Institu- 
tion bonds (31) says: 


All payments, deposits or transfers of funds made to or with the 
"Trustee hereunder shall be in United States gold dollars, or in cur- 
rency of the United States of America of a value equivalent thercto; 
and the obligation of the Mortgage Institution to pay the principal 
and the interest of the Bonds issued hereunder, and any premium 
on such principal, in such gold dollars, or its said equivalent, shall 
in no respect and to no extent be diminished or impaired by any 
provision of this Trust Indenture. All payments or deposits 
made to or with the Co-Trustee shall be either in the United 
States gold dollars, or in Reichsmarks. If any Reichsmarks which 
may at any time be converted into or exchanged for currency of 
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the United States of America shall not be converted or exchanged 
at the rate of at least 0.238 United States gold dollars for each 
Reichsmark, then the Mortgage Institution shall be responsible 
for, and shall promptly reimburse, any loss or expenses suffered, 
incurred or sustained in connection with any such conversion or 
exchange. (Section 51) 


The indenture securing the 614 per cent Saxon State Mortgage 
Institution bonds (66) contains literally the same provision, 
but says “0.2381” instead of “0.238.” 

If payments may be collectible in European places, they are, 
as a rule (11, 12, 21, 24, 25, 31, 33, 41, 44, 50, 51, 52, 56, 58, 66), 
to be made at the buying rate in such places for sight exchange 
on New York on the day of presentation for collection. The 
indenture securing the 61% per cent Siemens Companies’ bonds 
(58) explains the meaning of this provision in full: 


The phrase, “at the buying rate, in London and/or Amsterdam, 
respectively, for sight exchange on New York City on the day of 
presentation of the Debentures and/or coupons and/or Warrants 
for collection", or any similar phrase, as used in this Indenture 
and in the Debentures shall mean the buying rate of exchange 
for sight drafts on New York City for United States of America 
gold dollars fixed by the London or Amsterdam (as the case may 
be) opening official quotation on the day on which the Debenture 
or coupon or Warrant in question is presented for collection to J. 
Henry Schroder & Co., in London, or to Mendelssohn & Co. 
Amsterdam or Nederlandsche Handel Maatschappij, in Amster- 
dam, as the case may be, and if no such official quotation is made, 
the average opening quotation on said day of two leading banks 
dealing in foreign exchange in London or Amsterdam, respectively, 
selected by said J. Henry Schroder & Co., for London and said 
Mendelssohn & Co. Amsterdam and Nederlandsche Maatschappij, 
for Amsterdam. (Article V, Section 2) 


In some cases, however, a fixed exchange rate has been 
agreed upon. 'The indentures securing the Electric Power 
Corporation bonds (7) and the Westphalia United Electric 
Power Corporation bonds (26) say: 


In case of the issue of bonds payable both in United States 
currency and in money of any other country, the amount so payable 
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in United States currency shall govern for the purpose of ascertain- 
ing the amount of bonds which the Company shall be entitled 
from time to time and in the aggregate to issue under the provisions 
of this Indenture or whenever it is necessary to compute the amount 
of bonds outstanding hereunder, and the amount payable in the 
money of such other country calculated on the basis of gold parity 
shall not exceed the equivalent of the United States currency so 
payable. In the event of bonds payable in foreign money only, 
whenever it is necessary to compute the principal amount of such 
bonds for any oí the foregoing purposes, Two hundred five pounds, 
eleven shillings Sterling or Five thousand one hundred cighty 
French francs or Four thousand one hundred ninety-nine and опс- 
half German marks or Two thousand four hundred eighty-cight 
Dutch guilders shall be deemed to be the equivalent of One thousand 
dollars in principal amount.' In case of the issue of bonds pay- 
able in currencies other than those above set forth only such 
reasonable equivalents, based on gold parity, as shall be determined 
by the Company at the time of authorizing the issue of bonds 
payable in such currency and approved by the Trustee and the 
Co-Trustee shall similarly be deemed to be the equivalent of One 
thousand dollars in principal amount. (Article II, Section 7) 


In the case of the loan to the Berlin Electric Elevated and 
Underground Railways Company (65), the fixing of the exchange 
rate seems to be entirely left to the Dutch bankers. The pros- 
pectus says in this respect: 


Such principal and interest shall also be collectible, at the option 
of the holders, in Holland at the offices of Messrs. Hope & Co., 
‘Teixeira de Mattos Brothers and Deutsche Bank, Amsterdam, at 
the equivalent in Guilders, the rate of exchange being fixed from 
time to time by such houses. 


1 Such a fixed rate of exchange has also been agreed upon for some of the 
external loans obtained by German corporations in European countries. 
In the case of the Swiss francs loan to the Berlin City Electric Company, the 
bondholders may collect interest and capital in Holland in florins at the 
rate of cents 48 for іг. 1. In the case of the pound loan to the German 
Potash Syndicate. the bondholders may collect interest and capital in 
dollars at the rate of $4.86 for £1. The subscribers tn the Dutch franche 
bad the option of paying in florins at the rate of fl. 12 for £1, 
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Ill. OBLIGATIONS IN EVENT OF WAR 


A considerable number of bonds contain no covenant with 
respect to payment in war time. But perhaps one-half un- 
conditionally provide that all payments have to be made in 
time of war as well as of peace. Others (3, 15,17 22, 33, 49, 50, 
58) make the reservation that such payments are only to be 
made in time of war so far as lawfully possible. The indenture 
securing the 615 per cent Siemens Companies’ bonds, for in- 
stance, requires only such conditiona payment: 

The Companies covenant that notwithstanding the existence 
at any time of a state*of war between Germany and the United 
States of America or any other international or national disturbance 
in German aflairs, they will, unless expressly prohibited by law, 
continue to make all deposits and payments required by this Inden- 
ture and the Debentures, and in all other respects will continue 


to comply with and perform the several provisions of this Indenture 
and of the Debentures. (Article XIII, Section 1) 


IV. DISCRIMINATION AGAINST INDIVIDUAL BONDHOLDERS 


In most cases it has been expressly agreed that payment shall 
be made irrespective of the nationality of the bondholder. 
Sore bonds аге more specific. That of the Saxon Public Works 
7 per cent loan (6) like many others says that payments are 
to be made: 

whether the holder or owner of this Bond, or of the interest coupons 
pertaining hereto, is a citizen of a friendly or hostile state, without 
requiring any declarations as to the citizenship or residence of 
such holder or owner, or as to the length of time he has been 
in possession of this Bond, or of such interest coupons, as the 
case may be. 

In some cases the influence of the legislative power of the 
debtor's country is still further eliminated. The 614 per cent 
bond of the Siemens Companies (58), for instance, says that 
payments are to be made: 


irrespective of any regulation, treaty or convention of the German 
National Government or any subdivision thereof, or of any other 
authorities. 
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Some agreements and indentures also contain a provision like 
the following included in the indenture securing the Silesia 
Electric Corporation bonds (37): 


This Indenture is made pursuant to the law of the State of New 
York, and this Indenture and all rights and remedies of the parties 
hereto, and of the holders of the bonds and coupons shall be 
governed by the law of the State of New York, except as to bonds 
authenticated by the Trustee and as to matters in connection with 
the Mortgage and the enforcement thereof, as to which the law of 
Germany shall be obligatory. Except as herein otherwise specifi- 
cally provided no provision of German law nor any provision having 
the effect of law in Germany, nor any act or measure of the German 
government or any state, county, municipality or governmental sub- 
division thereof, shall excuse performance by the Company or the 
Subsidiary Company of any of the provisions hereof, or shall oper- 
ate to impair the obligations of the Company or of the Subsidiary 
Company as herein defined, or the rights and privileges, given by 
this Indenture to the Trustee, the Co-Trustee, or to the holders of 
any of the bonds or coupons issued hereunder, provided that nothing 
herein contained shall be deemed to require or sanction the perform- 
ance of any act in violation of any compulsory or penal law. (Article 
XIV, Section 1) 


In the agreement on the Krupp loan (2) even the last exemp- 
tion referring to a violation of a compulsory or penal law is 
omitted. 


V. TAX PROVISIONS 


In practically every case? it has been agreed that principal 
and interest are payable without deduction for any taxes levied 
by the Republic of Germany or any taxing authority therein. 
If such taxes are imposed, the borrower has to refund the tax. 
The agreement with Krupp (2) is most explicit in this regard: 

Tt is the intention of the parties and the Company covenants and 
undertakes that payments by the Company in respect of the Notes 


shall be such that the holder of each Note shall receive net from 
the Company by way of principal $10,000,000 or $1,000 or $500, 


2 Evidence is only lacking for three loans (10, 27, 43). 
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depending upon the denomination of the Note, and by way of 
interest net amounts payable semi-annually equal to 7% per annum 
on said net principal sum and by way of premium, in the event 
such Note or part of the indebtedness evidenced thereby is 
redeemed prior to maturity, a net amount equal to 2% of 
such net principal sum, and that the amounts reccivable by the 
holder of any Note as aforesaid shall not fall below such net 
amounts by reason of any German taxes, present or future, or any 
taxes of any German state or municipality or any other govern- 
mental or public authority within the territorial limits of Germany 
as now constituted to which the Company shall be subject. The 
Company accordingly covenants and undertakes, in so far as it 
lawfully may, to pay principal, interest and premium, if any, as 
in this Agreement and in the Notes and coupons specified, without 
deduction for any such taxes, present or future, which the Company 
may be required or permitted to withhold or deduct therefrom, 
and itself to assume and pay any such taxes for account of the 
respective Noteholders. In the event of any such taxes which 
the Company may be required by law to deduct or withhold from 
principal, interest and/or premium, if any, and may not itself law- 
fully assume or pay, then the amount payable by the Company and 
which the holder of Notes shall be entitled to receive from the 
Company and which the Company covenants to pay in respect of 
principal, interest and/or premium, if any, as the case may be, 
shall forthwith and so long as such conditions shall prevail, be 
increased by amounts such that after the deduction or withholding 
of the amount of any such tax, the net principal sum received 
Írom the Company by the holder of any Note which shall mature 
shall be not less than $10,000,000, $1,000 or $500, depending upon 
the denomination of the Note, the net interest shall not be less than 
7% per annum on such net principal sum of $10,000,000, $1,000 or 
$500, as the case may be, and the net premium, if such Note shall 
have been called for redemption prior to the maturity thercof, 
shall not be less than 2% of such net principal sum. When- 
ever reference is made in this Agreement or in the Indenture or in 
the Notes and/or coupons, to the aggregate principal indebtedness 
of the Company as being $10,000,000, and/or to the principal due 
in respect of any Note as being $10,000,000, $1,000 or $500, and/or 
to interest as being at the rate of 795 per annum or $35 or 
$17.50, as the case may be, payable semi-annually and/or to pre- 
mium in the event of redemption prior to maturity as being 2% 
of the principal sum, such reference shall be understood as 
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being used for convenience to define not the maximum obligation 
of the Company to pay, but the net sum or net rate of interest 
or premium, as the case may be, which the holders of Notes are 
entitled to receive after any deductions or withholdings which may 
be incident to any taxes, present or futurc, as aforesaid, and such 
reference, anything herein or in the Notes and coupons or in the 
Indenture to the contrary notwithstanding, shall not operate to 
relieve the Company of the obligation to pay or restrict the right 
of the holders of Notes to be paid gross amounts or rates by way of 
principal, interest and/or premium which may be greater than the 
amounts or rates so specified. Nothing in this section contained, 
however, shall be construed as requiring the Company to pay, by 
way of principal, interest and/or premium, amounts such that the 
holder of any Note shall receive, net, from the Company, and after 
the assumption or withholding or deduction on account of taxes as 
aforesaid, more than $10,000,000 or $1,000 or $500, depending 
upon the denomination of the Note, by way of the principal of 
each Note, or more than 7% per annum on such net principal 
sum by way of interest, or more than 2% of such net principal 
sum by way of premium if such Note or any part of the indebtedness 
evidenced thereby shall be redeemed prior to maturity; nor shall 
anything herein contained be construed as requiring the Company 
to pay or assume, or to make greater payments by way of principal, 
interest and/or Sinking Fund because of any taxes imposed out- 
side of the territorial limits of Germany as now constituted, or 
because of any German taxes which do not require any withholding 
or deduction at the source by the Company, but which are payable 
by the Noteholder individually in respect of principal, interest 
and/or premium received by him from the Company without 
deduction or withholding in respect of such tax. (Article Two, 
Section 1) 


The bonds of the State of Bavaria (13, 54) — in their wording 
although perhaps not in their meaning — provide for a still 
broader tax exemption by stating that the payments have to be 
be made: 


without deduction for any and all imposts, contributions, duties 
or other taxes now or hereafter levied, imposed or collected by or 
within the State or the German Reich or by or within any political 
subdivision or taxing authority thereof, and whether they be on 
this Bond or on the income derived herefrom or on the holder hereof 
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or of the coupons belonging hereto by reason of his ownership or 
possession hercof or thereof. 


‘The indenture securing the loan to the Roman Catholic (and 
almost in the same wording the indenture securing the loan to 
the Protestant) Church Welfare Institutions (51, 64) includes 
even exemption from American taxes: 


The Obligors will pay all taxes, duties, charges and assessments 
of any kind whatsoever levied by any taxing authority within the 
territorial limits of the Republic of Germany, or by any taxing 
authority in the United States of America upon or with respect to 
the property held hereunder or the creation of this Agreement, or 
with respect to any payments made or to be made to the Trustees 
or to the Bondholders, pursuant to the Bonds or to this Agreement, 
or upon or with respect to this Agreement or the execution, delivery 
and recordation thereof, or upon the Bonds, or upon the execution, 
authentication, issue and delivery of the Bonds or upon or in 
respect of the obligations, Mortgages and Mortgage Documents, 
cash, guaranties, approvals and other security to be deposited and/ 
or assigned as security, or in respect of the delivery, assignment, 
registration, release, enforcement or foreclosure of such obliga- 
tions, Mortgages, Mortgage Documents, cash, guaranties, approv- 
als and/or other security, or upon any interest of the Trustees in 
the property held hereunder. The Obligors will in proper cases 
make application for exemption from taxes. (Article V, Section 2) 


On the other hand, the indenture securing the 6/5 per cent 
Siemens Companies’ bonds (58) emphasizes that its provision 
does not refer to American taxes: 

Nothing herein contained shall require the Companies to make 


any such payment without deduction or diminution for any United 
States taxes or any taxes other than those specified above. ' 


In a few cases (23, 33, 50, 61), taxes are to be refunded only 
to other holders than citizens and residents of Germany. The 
indenture securing the Rheinelbe Union bonds (33) thus says: 

Except as hereinafter in this Section 2 provided, in the event of 
any taxes which the Companies or any of them may be required 


by law to deduct from payments due on the Bonds or hereunder 
and which the Companies may not themselves legally assume or 
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pay, then the amount of such payments shall forthwith, and so 
long as such conditions shall prevail, be increased by an amount 
such that after the deduction, or withholding, or payment of the 
amount of any such tax, the net payments by the Companies in 
every such case shall be not less than the amounts set forth in 
the Bonds and herein. 

The provisions of this Section 2 are subject to the condition that 
the Companies shall not be required to pay without deduction for 
German taxes, the principal, interest or premium, if any, on any 
Bonds which the Companies shall establish, to the satisfaction of 
the Fiscal Agents, are held by a citizen and resident of Germany. 
The Fiscal Agents and Trustees shall be entitled to assume, in the 
case of each Bond and each coupon presented to either [Fiscal 
Agent or Trustee for collection or payment, that the holder of such 
Bond or such coupon is not a citizen and resident of Germany, 
until the contrary is established in each instance by the Companies 
to the satisfaction of the Fiscal Agents and Trustees, and neither 
Fiscal Agent and neither Trustce shall be affected by any other 
notice to the contrary. (Article V, Section 2) 


The obligation to refund to the bondholder taxes, if deducted, 
is quite important since according to the German income tax 
law the debtor has to deduct and to deliver at the internal 
revenue office 10 per cent of the interest on bonds. The law 
provides, however, that the Reich Finance Minister may exempt 
from this tax the revenues from loans payable in foreign countries 
and not admitted to any German stock exchange, and the 
minister has indeed applied this provision to numerous loans 
issued abroad. In other cases the debtors have tried to evade 
the tax, by not issuing the bonds themselves. The participation 
certificates issued against the Treasury Notes of the cities of 
Hanover and of Chemnitz are thus certificates of the Chase 
National Bank of the City of New Vork. But there are quite a 
few cases where the bonds have been issued by borrowers who 
have not yet been relieved by the minister from deducting the 
tax and who then have to refund it to the bondholders. 

So far as the bondholder of non-German citizenship or resi- 
dence is concerned, the refunding of German taxes, if deducted, 
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merely means a guarantee for his actually getting the interest 
rate agreed upon. 

In the case of a bondholder with German citizenship or 
residence, the situation is not so simple. According to the 
German Jaw, the tax levied on the yield of German bonds and 
stocks is part of the income tax and can, therefore, be deducted 
from the assessed income tax. It would then apparently not 
make much difference either for the German Treasury, or for the 
German bondholder, whether the tax is deducted from the 
interest on his German dollar bonds, or whether he has to pay a 
correspondingly higher tax on his assessed income. But in 
case the total income of such a German bondholder is so small 
that his due is less than 10 per cent, he may have to pay alto- 
gether less taxes, if no tax is deducted from the interest on 
his bonds. Moreover, the German tax authorities have prac- 
tically no means of ascertaining whether a German taxpayer 
has honestly declared his income from German dollar bonds. 
It is perhaps in order to avoid such tax evasions that according 
to some loan agreements citizens or residents of Germany shall 
not have any deducted taxes refunded, but it is hard to see how 
the German borrower who has to make payments in New York 
can ascertain the citizenship or residence of a bondholder who 
presents his coupons. 


CHAPTER VIII 
OPTIONAL AMORTIZATION 


The publicly offered American loans to Germany are mostly 
long-term loans. Only 9 loans mature within less than 10 years, 
only 20 loans within less than 20 years. Thirty-one are due 
within 20 or 21 years, 15 within 25 years and three within 30 
years. 

The loan to the German Republic, al] the loans to associations 
of municipalities, public credit institutions, religious organiza- 
tions, and all but two city loans mature after 20, 21, or 25 
years. It is mainly the loans to the public utilities and the 
industrial corporations which are of shorter duration, while a 
few of them are due only after 30 years. 


Maturity oF Loans 


Priv. | RELIGI- 


NIC- с | Innus- у : 
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But this is only the last date of maturity, and very few of 
the American loans to Germany are "straight" loans in the 
sense that all the bonds (debentures, etc.) mature at one time. 
Such "straight" loans are in fact only the four notes maturing 
within 6 months or one year (43, 49, 60, 63), the 2-and 3-year 
notes of the Berlin City Electric Company (39), and the 20- 
year loan to the State of Hamburg (59). All other 63 issues 
are to be retired in instalments. 

This compulsory amortization is the only method of reduc- 
ing the nominal capital of the outstanding bonds before the 
last date of maturity in all cases where the bonds are irredeem- 
able, that is, in all cases where the borrower is not entitled to 
retire bonds before the obligatory maturity dates. Such 
irredeemable bonds are the bonds of the 25-year Reparation 
Loan (1), of the 10-year loan to the State of Bremen (12), and 
of the 2-year loan to the Sachsen-Anhalt Electric Company (35). 
All other bonds — including the "straight" 2- and 3-year 
notes of the Berlin City Electric Company and 20-year bonds 
of the State of Hamburg (but not the participation certificates 
in the short-term notes) — are redeemable before maturity 
at the option of the borrower. We shall discuss in this chapter 
the optional redemption and in Chapter IX the compulsory 
amortization. 


I. TERMS OF OPTIONAL AMORTIZATION 


Dates of redemption. Premature redemption, as a rule, is 
only permitted on an interest date, and since interest in all cases 
is to be paid semi-annually, redemption as a rule is not possible 
before six months after the date of the bonds and altogether 
only twice a year. There are apparently but two exceptions 
to this rule: the bonds of the Good Hope Steel and Iron Works 
(23) may be redeemed at any date prior to maturity, and the 
bonds of the Bavarian Palatinate Consolidated Cities (38) may 
only be redeemed on January 1 (and not on July 1). 

While premature redemption with one exception (23) is never 
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Darrs or EARLIEST REDEMPTION 


AFTER 6| Ағтев JJAFTER 4/Arrer S|AFTER 6 Aries 


оо ERS Mowrgs| Years | Years | Years | Years ae Torat 
States ya — 1 4 -- 1¢ 6 
Municipal Associations. . — — 2 1 - 3 
Cities ТО — — 7 — 1 9 
Public Utility Corp..... — — 7 — — |18 
Industrial Corporations. — — gj — — |n 
Public Credit Inst..... — — 3 — 2 5 
Private Commercial Co.'s 1 — 2 — — 4 
Religious Organizations - — 3 — — 3 


23 1 1 32 1 + |62 


“Опе loan at any time. One loan alter 534 years. «After 1015 years. 


possible before six months, such redemption with the majority 
of the redeemable bonds is denied for three or more years. With 
32, or one-half of all 62 redeemable loans, it is not allowed before 
five years; in two cases not before three or four years; and in 
five cases not before 6, 10, or 101% years; while in 22 cases it is 
allowed at any interest date, that is, after six months. The 27 
redeemable loans of the states, municipal associations, cities, 
public credit institutions, and religious organizations, with one 
exception (17), are not redeemable before four years or more, 
and in five cases not before 6, 10, or 101% years. On the other 
hand, 11 of the 18 redeemable loans to public utilities, and 11 of 
the 18 redeemable loans to private industrial or commercial 
corporations are redeemable after six months. This is not 
surprising since private borrowers are more interested in 
securing from the outset the privilege of redeeming a loan, 
possibly in order to replace it by another loan at more 
favorable terms. The fact itself that almost all the municipal 
loans are callable after five years is largely due to the stress the 
Advisory Council laid upon having the period of irredeemability 
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AMOUNT CALLABLE 


CALLADLE 
— А 
Borrowers тү 
In Whole In Whole Purcnase 
only or in part 

Баев ааа 3 2 — 
Municipal Associations. 1 2 = 
ГеВ ИЕ ТОЛОП -- 8 1 
Public Utility Согрогайолв.......... 6 12 2 
Industrial Corporations. ..... 5 9 4 
Public Credit Institutions. . . ... 3 2 1 
Private Commercial Companies... — 4 1 
Religious Organizations. ............. 1 2 — 
Total. 3445. acinis аза i 19 41 9 


not extended any longer. The Advisory Council also expressed 
its regret that some bonds, like those of the German Central 
Bank for Agriculture (11) and of the first Saxon State Mort- 
gage Institution loan (31), are not redeemable before ten 
years.! > 

Amount callable. Premature redemption may be allowed 
either in whole only or also in part. Forty-one of 60 redeemable 
loans? are callable in whole or in part, 19 in whole only. The 
loans to the municipal associations, the cities, and the private 
commercial companies are all redeemable either in whole or in 
part with the exception of the loan to the Bavarian Palatinate 
cities (38) which is only redeemable in whole. The indenture 
securing the bonds of the German Central Bank for Agriculture 
(11) contains the peculiar provision that instalments should not 
be less than $2,000,000. 

Form of redemption. Aside from this official form of redemp- 


1 See Denkschrift, p. 9. The Central Bank for Agriculture in its report 
for the year 1925 states that it would have secured redecmability after five 
years if it had consented to a redemption price of 105 for the entire loan. 

? This information is lacking for two loans (16, 20). 
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tion the borrower may, of course, whenever he wants to, pur- 
chase any bonds on his own account and then collect the interest, 
which he has to pay, for his own benefit. In the case of nine 
of the 62 redeemable bonds (Nos. 3, 9, 15, 22, 33, 50, 53, 58, 62) 
provision is made that he may purchase any of the bonds and 
surrender them to the Fiscal Agent for cancellation.” Such 
surrender is admitted also in a few cases (22, 53, 62) where 
otherwise redemption is only allowed in whole. 

Redemption price. Premature redemption, if made by call, 
may have to be made at par or at a premium. Such premium 
may be asked for every redemption prior to maturity or only for 
a certain period; it may be uniform or decline. 

Of the 23 loans which may be redeemed on any interest date, 
five only (four of them public utility corporation loans) may be 
redeemed at par at any time and six more after a certain period 
varying between 514 and 1514 years. Of the 18 loans with a 
premium six then have it only for a certain period, while 12 
have it permanently, and of those 12, five have a uniform pre- 
mium (5, 3, or 2 per cent) and seven a declining premium. A 
premium of more than 5 per cent is provided for in the second 
Siemens loan (58), it being 10 per cent for the first 10 years and 
2 per cent for the next 15 years, and in theloan to the German- 
Atlantic Cable Company (61): 10 per cent for four years, 714 
per cent for the next five years, 5 per cent for the following five 
years, and 213 per cent for the last four years. 

Of the 39 loans which are not redeemable before three or more 
years, 11 may be redeemed at par at any time (after the period 
of irredeemability) and 11 more after a period varying altogether 
between 9 and 15 years. Of the 28 loans with a premium, 11 
then have it only for a certain period, while 17 have it perma- 
nently, and of those 17 loans 14 have a uniform premium (5, 4, 3, 
ог 1 per cent) and 3 a declining premium. А premium of more 

3 The indenture securing the Stettin Public Utilities Company 20-year 


bonds (47) provides that not more than 214 per cent of the total nominal 
capital may be annually redeemed by such surrender. 
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than 5 per cent is provided for in the loan to the Berlin Housing 
and Realty Improvement Company, this loan being irredeem- 
able for the first three years, redeemable at a premium of 10 
per cent for the next two years, at a premium of 3 per cent for 
the following three years, at a premium of 2 per cent for the 
two subsequent years and at par for the last ten years. 


Bowps CLASSIFIED BY REDEMPTION PREMIUMS 
(Figures show number of bonds) 


REDEEMABLE 


AT A PREMIUM 


During an initial period 


BORROWERS гізі —later at par ‚For duration of bond 
де Pha (highest rates as (highest rates as indicated) 
indicated) 
|s 324%) 2/1 | 4 |3 12142 ud 1 
1. Bonps REDEEMABLE AFTER Six Мохтнь 
Т 

- =x шей 1 — |-- -- 
Public Utility Corp.... + = je je | 3 je jt | tet ot - Jt |— 
Industrial Corporations 1 — |р" | — | 1 1e | i [199 1 ite | 1 [— 144 
Public Credit Inst. ..... = = 

Private Commerc. Co.'s.| — = - === ші- - 
Religious Organizations.) -- |— |- |—- |- | |- 1 | |- 1 |-- I | - |- 
"Total 5 -[2|[—|3]!]|-|2|3]14|3]|] 1| 1| 1% 


Public Utility Corp. 


-.-Ф% 


Industrial Corporations. 
Public Credit Inst. ..... 1 
Private Commerc. Со. 

Religious Organi 
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With declining premium. 


ле with declining premium. 


INTEREST 
Date 


Вы 
2d... eee 
3d.. 
4th. ud: 
She 
беа: 
- Tth-8th.. .. 
E 91ћ........ 
10th seve. 
11th-18th. . 


2151-2441... 
25th-27th. . 


31st-36th . . 
37th-391th . . 
40th49th. . 
501-59. . 


33 


Вохрѕ Wit Рксілмгхс Рввмпумв (Payable at Interest Dates Specified) 


1. Bonds redeemable after six months 
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2. Bonds redeemable only ufter some years 


Ат A PREMIUM FOR 


INTEREST Ar a PREMIUM DURING INITIAL PERIOD Duration оғ BOND 

PATE 6 28 36 33" 40 4 | 15 51 | 57 | 64 69 20 46 | 55 
óth-91h.. | — ae Ssi a = | = ec | = | 10 — = | – 
10... 5 = 2 = 2 215 2 П И И 215 | S 
ith...) 5 | 2% 2 - 2 215 2 1 | 2 3 | 3 2и |5 
12th-13th. 5 2% 2 3 2 2 4 112 1 115 3 3 215 5 
14th-15th 5 2% 2 3 2 2 3 1 jl 1 3 3 2 5 
16th-17th. 5 2% 2 2% 2 2 2 15 1 1; 2 3 2 5 
18th-19th 9 2% 2 2 2 2 1 0 1 0 2 234 1% 5 
20t......| 0 | 2% 1 1% 0 0|0 0 0 0 0 214 1% 4 
2154 0 2 1 — 0 0 0 0 0 0 0 214 114 4 
О о |2 ı |1 0 ojo 0 010 oj 2% |1 4 
За 0 | 1% 1 — 0 оо 0 o|o oļ2x |1 4 
24th 0 1% 1 м 0 010 0 0 0 0 2 1 4 
25th 0 1 1 = 0 0 0 0 0 0 0 2 1 4 
26th... .. 0 1 1 0 0 0 0 0 0 0 0 134 м 4 
27th... 0 м 1 — 0 0 0 0 0 0 0 134 ы 4 
28th. 0 M 1 0 0 910 0 0 0 0 1% м 4 
20th... .. 010 1 - 0 010 0 0 0 0 14 м 4 
30һ-314.| 0 o|o 0 o|o 0 о | о 0 | 1% 3 
324-334. | 0 о | 0 0 оо 0 ofo о |1 3 
34h-35th.| 0 010 0 оо 0 910 0 % 3 
36th-37th.| о olo 0 o|o 0 0910 0 % 3 
38th-391h.| 0 010 0 ото 0 о | о 0 м 3 
4019-4186. 0 0 ojo 
42d-59th.. 0 0 
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REDEMPTION 
Descrirrion OPTIONAL 
Момтхль 
№. BonzoweR CAPITAL, Darren Пик Callable not 
Dollars before 


-|110,000,000 | Oct. 
10,000,000 | Dec. 
12,000,000 | Jan. 
10,000,000 | Jan. 
5,000,000 | Jan. 

er В. 5,000,000 | Jan. 
6 | Saxon Public Works 15,000,000 | Feb. 
7 | Electric Power Corp. ..... 5,000,000 | Mar. 

ы ә ым 2,500,000 | Mar. 
15,000,000 | Apr. 
10,000,000 | Mar. 


15,49 -- 
15,20 | June 15/25 
1,30 Juy — 1,25 
15,45 Jan 15,30 
1/28 | July 1,25 
15. | July 1,25 
1,45 Feb. 1,30 
1,50 | Sept, 1,25 
1,50 | Mar. 1,26 
1,50 Apr. 1,30 
15,'50 Mar. 15,30 


1 | German Republic. . 
2| Rrupp.... 
3 | Thyssen. 
4 
5 


General Electric Co. . 
Siemens A... 


8 | City of Berlin... 
9 | City of Cologne. 


10 | City of Munich.. 8,700,000 | Ang. 1,26-45| Anj 1,30 
11 | Bank for Agriculture. 25,000,000 | Sept. 15,50 Sept. 15,35 
12 | State of Bremen ..| 10,000,000 | Sept. 1,35 -- 

ж Ж 5,000,000 | бері. 1,35 -— 
13 | State of Bavaria.......... 15,000,000 | Aug. 1726-15) Aug. — 1,30 


14 | Rhine-Main-Danube Сар, 6,000,000 | Sept. 1,50 Sept. 1,30 


15 | Rudolph Karstadt.. ,000 | Oct. 1,30 Apr. 1/26 
16 | City of Duesseldorf... 1,750,000 | Sept. 1/2645] Sept. 1,30 
17 | City of Heidelberg. 1,500,000 | July 1,50 Jan 1,26 
18 | Wurttemberg Cities 400,000 | Nov. 1,26-45| Nov. 1,30 
19 | Hamburg Electric Ca 000,000 | Nov. 1,35 Nov. 1,30 


20 | State of Oldenburg .... 3,000,000 | Nov. 
21 | Rhine-Westphalia El. Power 10,000,000 | Nov. 
22 | Municipal Bank of Hessen.} 3,600,000 | Nov. 
23 | Good Норе Steel and Iron.| 7,500,000 | Oct. 

ы Ее! 2 ter oe 2,500,000 | Oct. 
24 | City of Dresden. ......... 5,000,000 | Nov 
25 | City of Frankfort 2--..| 4,000,000 | Oct. 
26 | Westphalia Un. El. Power, 7,500,000 | Dec. 
27 | City of Duisberg. _. ‚| 3,000,000 | Nov. 
28 | General Electric Co ...| 10,000,000 | Dec. 
29 | Hamburg- American Line. 6,500,000 | Dec. 


1,26-45| Nov. — 1,30 
1.50 | May 1,26 
1.26-45| Nov. 1,30 
15.45 (Тап. 15.26 
15:45 | Apr. 15,26 
1145 | Nov. 
6-45 


30 | United Industrial Corp 6,000,000 | Dec. 
31 | Saxon Mortgage Inst 5,000,000 | Dec. 
32 | Baden Cities... 4,500,000 | Jan. 
33 | Rheinelbe Union. . 25,000 000 | Jan. 
34 | Leonhard Tietz.. 3,000,000 | Jan. 
35 | Sachsen-Anhalt El. Co. 1,000,000 | Jan. 


36 | Hydro-Electric Works of 

Upper Wurttemberg....| 4,000,000 | Jan. 
37 | Silesia Electric Corp... 4,000,000 | Feb. 
38 | Bavarian Palatinate Cities 3,800,000 | Jan 
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oF Loans 
REDEMPTION 
REDEMPTION Compursory RepEurriON BEFORE ом Last 
Last Maturity Date Maturity 
Date 
А Nominal 

Bonds | - Serial or Amounts to be р Nominal 
Callable Price Beginning | Sinking} Redeemed, Price Amount 
Fund Dollars Dollars 
= = Nov. 15,24| S. Е. 370,000* 105 370,000 
Whole 102 Пес. 15,25| $. Е. 750,000 102 7,000,000 
All or рзг! 102 }4-1007|Арг. 1,25| S. F. 300,000 100 6,300.000 
Whole 105 July 15,30| S. Е. 333,000-3-13,000° 105 333,000 
Whole 101 july 1,25) S. F. 250,000* 100 3,750,000 
Whole 104-102 |July 1,25| S. F. 132,000* 102 2,492,000 
Whole 105-100 jAug. 1,35| 5. Е. 750,000* 100 750,000 
All or part 100 Sept. 1,30| S. Е. 187,500 100 }3.250.000 
All or part 100 Oct. 1,26| $. Е. 1341,625-586,230° 100 604,075 
All or part 100 бері. 15,26) S. Е. 89,750-390,820° 100 402,050 
All or part 103 Aug. 1,'26| Serial 435,000 100 435,000 
All or part 100 Mar. 15,26| S. Е. 191,000-995,000° 100 1,029,000 
= = Mar. 1,26] S. F. үзе 100 }7.875,000 
Whole 100 Aug. 1,'26] Serial 750,000 100 750,000 
Whole 105 Sept. 1.'26| S. Е. 49,854-241,5744 10214 249,823 
All or part] 103-10044 |Арг. 1,26| S. Е. 120,000" 100 1,920,000 
103 Sept. 1,'26] Serial 87,500 100 87,500 
All or part 105 Jan. 1,27| S.F. 10.714-53,827« 105 239,013 
AM or part 103 Nov. 1,'26] Serial 420,000 100 420,000 
Whale 103 Nov. 1,26| S. Е. 100,000* 100 2,200,000 
103-1003 |Nov. 1,26| Serial 75,000-246,000 100 264,000 
Whole 105-102 Мау 1,26| $. Е. 100,000-300.000= 100 300,000 
Whole 103 Nov. Serial 180,000 100 180,000 
Whole 105 Jan. | $. F. 125.000 | 105 125.000 
All or part 100 Мау 1,26| 5. Е. 125,000 100 125,000 
All or part 103 Met. 1,26| Serial 200,000 100 200,000 
All or part 100 Dec. 1,31| $. Е. 193,000-600,000 100 648,000 
All ar part} 103 Nov. 1,26| Serial 150,000 100 150,000 
Whole | 10214-100 [апе 1,31) S. Е. 500,000* | 1024-100 500,000 
All or part 101 Ое: 1,28| Serial 500,000 100 500,000 
All or part 100 Dec. 1,26| S.F. 150,000 100 3,150,000 
Whale 103 June 1,26| S. Е. 58,000-218,000* 100 226,000 
All or parti 100 July 1,26| S. Е. 34,350-179,087¢ 100 185,577 
АП ог part} 105-100 [July 1,26) S. Е. 312,000-938.000° 100 937,000 
AM or part 105 lan. 1,27| S. Е. 150,000 | 102—105 150,000 
= = July 1,26| Serial 250,000^ 100 250,000 
АП or рағ 102-100 [July 15,26| S. Е. 20,400-150,030« 100 155,281 
АП or part] — 100 — |Feb. 1,27| S Е. 100,000 100 2,100,000 
Whole 103-100 |Jan. 1,27| Serial 95,000-311,500 100 334,500 


П. PROCEDURE 
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REDEMPTION 
Descairtion OPTIONAL 
| 
Мома, Callable not 
Borrower Carirat, before 
Dollars 
Berlin City El. Co. А. . 1,000,000 Aug. 
u IE T 2,000,000 Aug. 
Savings Banks and Clearing 
Association ._.| 23.000,000 Feb. 
City of Leipzig.. 5,000,000 Feb. 
Catholic Church in Bavaria | 5,000,002 Mar. 
State of Hamburg. . 5,000,020 — 
Ilseder Street Corp 7,500,090 Oct. 
State of Anhalt. 2,000,002 бері. 
Mansfeld Mining 3,000,090 May 
Stettin Public Utilities. ...| 3,000,090 |: Oct. 
Miag Mill Machinery Co..| 3,000,000 June 
Thyssen ‚| 5,000,000 -- 
United Steel Work: ..| 30,000,000 Dec. 1,26 
Catholic Welfare Inst....| 3,000,000 June 1,41 
Saxon Pubic Works. ...... 15,000,000 Nov. 1,26 
Mannbeim and Palatinate 
Electric Co.'s. 3,000,000 June 1,1 
State of Bavaria... = 10,000,000 Aug. 1,30 
Oberpfalz El. Power Сор . 1,250,000 June 1,3 
State of Prussia. . E 20,000,000 Sept. 15,31 
Leipzig Overland Power.. 3,000,000 May 1,31 
Siemens. --| 24,000,000 Mar. 1/27 
State of Hamburg. . 10,000,000 Oct. 17431 
City of Hanover.......... 2,000,000 — 
German-Atlantic Cable Co.| 4,000,000 Apr. 1,27 
Unterelbe Power Light Co: 2,500,000 Apr. 1,27 
City of Chemnitz 2,000,000 
Protestant Welfar: 2,500,000 Oct. 
Berlin Elevated Ry.'s Co. 15,000,000 Apr. 
Saxon Mortgage Inst......| 4,000,000 Dec. 
United Industrial Corp 6,000,000 May 
Berlin City EL Co.. 20,000,000 June 
Realty Improvement. Co. 1,500,000 Nov 
*Semi-annually. Quarterly. ‘Monthly 


The procedure connected with redemption before maturity 


is as follows: 
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or Loans—Continued 
REDEMPTION 
REDEMPTION CowPuLsogv Repewrrion BEFORE ON Last 
Last Maturity Date Maturity 
Date 
men Nominal p 
Bonds Қ . , [Serialot| Amounts ta be Nominal 
Callable Price Beginning | Sinking! Redeemed, Price Amount, 
Fund Dollars Dollars 
All or part] 101-10014 - - - - 1,000,000 
AN or рагу|101 24-10004] — — — - - 2,000,000 
All or рап) 102-100 |Feb. 1,28) S. F. | 561,200-1,897,040 100 2,022,620 
АП or part{ 102-100 |Feb. 1,28| S. F. 122,000-112,000 100 441,000 
Whole 100 Маг. 1,28) S. F. 71,732-219,7194 100 226,859 
= = == = =з 5,000,000 
All оғ part 103 Oct. 1,26| S. F. 187,500 103 187,500 
Whole 103 Маг. 1,27| Serial 100,000 100 100,000 
All or parı] 1024 10015 May 1,'32] S. Е. 300,000 |102 14-10024 300,000" 
All or part] 10215-1023 |\рг. 1,27| $. Е. 75,000 100 1,575,000 
All ог раг 105 100 |Dee. 1,26| S. F. 50,000« 100 50,000 
= La == = =. = 5,000 000 
АП ог рагі] 105-100 [рес 1,26) S. F. 300,000-900,000 100 900,000 
АП ог part! 102-100 |June 1,23] S. Е. 41,100-137,009^ 100 141,805 
All or part 100 Мау 1,30] S.F, 187,500-262,5004 100 5,475,000 
Whole 100 June 1,31 S.F. 120,000 100 1,800,000 
Whole 100 Aug. 1,'30] $. Г. 95,870-242,3794 100 5,249,661 
АЛ ог part} 105-103 |Юес 1,'26) S. F. 14,850-54,886« 100 56,807 
All or part 100 Sept. 15,42| S. Е. 257,000 -800,000 100 10,852,000 
All or part} 101-100 |Nov. 1,26| S. F. 37,680-127,038« 100 131,167 
АП ог рагі 110 102 |Mar. 1,'27| S. F. 360,000« 100 6,360,000 
All or part 100 = — — - 10,000,000 
— — — — — — 2,000,000 
All or part| 110-102}4 |Apr. 1,27, S. F. 107,500-341,000 | 110-1024 359,500 
Whole 103 Apr. 1,29. S. Е. 100,000^ 100 — 
~ — — — — == 2,000,000 
АП ог part| 102-100 |Oct. 1,28| 5. Е. 34,250-114, 1744 100 118,170 
АП or part] 102}4-100 |Apr. 1,'27| S. F. 81,848-535,0484 100 553,367 
Whole 103 June 1,'27| S. F. 50,120-168,960= 100 174,440 
АП or рату 102-100 |Nov. 1,'29] S. F. 120,000-180,000 100 4,200,000 
All or рагі 102!4-100 |Dec. 1,29| S. Е. 434,783a 100 434,783 
АП or part} 110-100 |Мау 15,27| S. F. 17,741-65,8714 100 67,866 


1. The borrower notifies the Fiscal Agent (Trustee, Sinking 
Fund Agent, etc.) of his intention to redeem bonds, specifying — 
in case he is entitled to redeem before maturity part of the 
bonds — the principal amount of bonds to be redeemed. This 
notice is to be given at least: 
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40 days before the redemption slats (11, 23, 31, 66, 68) or 


dg е ч (4, 28, 44, 52) ог 

Sp. “ ш ^" ае  (33,50,58)ог 

бо 4 əң.“ в (15,48,55)or 

65 “ “ “ “ “ (32) ог 

о * ж“ и 7" 09,15.57,67,69)0r 
ü) “ “а е # (2020г 

gj “ ч ^ “ o (3,18,51,62,64)уог 
3months “ * — " — (24,25,41) or 


7 “ “ “ “ “ (8, 9). 


2. In case only part of the bonds are to be redeemed, the 
Fiscal Agent (Trustee, etc.) selects by lot the particular bonds 
to be redeemed. 

3. Either the borrower, or the Fiscal Agent (Trustee, etc.) 
upon the request of the borrower, gives notice of the redemption 
by publication in one or more New York‘ daily newspapers of 
general circulation published in English. This notice is to be 
published from at least two times (for example, once a week 
for two successive weeks in one paper) to at least 16 times 
(for example, once a week for eight successive weeks in 
two papers). The first publication, as a rule, is to be made 
at least 30 or 60 days® before the date of redemption. The 
notice shall call upon the respective bondholders to surrender 
the bonds, with all unmatured coupons attached, at the principal 


4 Nos. 7, 26, 30. 37, 40, 47, 53, 62: New York and Chicago; No. 23: New 
York, Boston, Chicago; No. 24: New York, Amsterdam; No. 25: New York, 
Amsterdam, Basle; No. 41: New York, Amsterdam, Switzerland; No. 61: 
New York, Berlin. 

! Nos. 4, 5, 6, 11, 15, 23, 28, 31, 33, 36, 42, 44, 48, 50, 52, 55, 58, 66, 68: 
30 days; Nos. 40, 41, 46, 47, 56: 42 days; Nos. 3, 7, 10, 13, 14, 16, 18, 19, 
21, 22, 24, 25, 26, 27, 29, 30, 32, 34, 37, 45, 51, 53, 54, 57, 59, 62, 64, 67, 69: 
60 days; No. 38: 2 months; Nos. 2, 17: 90 days; No. 65: 3 months; Nos. 
8, 9, 39: 6 months; No. 61: 6 months and 22 days. 
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office of the Fiscal Agent (Trustee, etc.) on the date designated 
for redemption at the redemption price (principal, accrued in- 
terest, and premium, if any) and shall give notice, also, that 
interest on such bonds will cease from such date. If only part 
of the bonds are to be redeemed, the notice shall state the 
numbers of the bonds designated for redemption. A copy of 
the notice or a similar notice is mailed to each registered bond- 
holder. Sometimes it is further agreed that “the American 
Trustee may give any additional notice of such redemption 
that he may deem desirable”; or it is more specifically stated 
that “the Fiscal Agent may in his discretion also give notice 
of any such redemption by one or more publications in such 
other newspapers in the United States of America, Canada, or 
Europe as he may deem proper.” 

4. The borrower pays to the Fiscal Agent (Trustee, etc.) the 
principal amount of the bonds to be redeemed, plus accrued 
interest thereon to the date of redemption, plus the premium, if 
any. This payment is to be made: 


On or before the redemption date (6) or at least 
3 days before the redemption date (68) or 


a A NE си (23, 52) or 
7 “ “ “ “ “ (53) ог 
10 it “ “ “ “ (61) ог 
jp жа oTe “ (50, 58) or 
14 “ “ “ “ “ (19, 62) ог 
584040400“. “ (2,5, 8, 9, 13, 29, 41 
54) or 
16 “ « и « “ (24, 25) or 
20 “ i а " (42) or 
28 “ “ Lii “ a (14) or 
30 “ “ “ t “ (15, 18, 36, 48) or 
31 e [r1 « « “ (4, 28) ог 
40“ ча “ “ (11,31, 33, 66) or 


43 “ « “ “ * (40, 46, 47) or 
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45 days before the redemption date (44) or 

60 “ M as “ (7, 26, 30, 37, 55, 67) ог 

65 * palo “ “ (22, 32) or 

ps “44 x “ (3,21, 34, 51, 57, 64, 69) 
or 

90 4€ [11 4€ “ “ (17). 


5. The holders of the bonds to be redeemed surrender them оп 
the redemption date with appertaining coupons and are paid 
the redemption price. 

6. The Fiscal Agent (Trustee, etc.) cancels all bonds redeemed 
and paid together with all interest coupons maturing subse- 
quently to the redemption date. 

A few examples may illustrate the agreements referring to 
premature redemption. In case redemption is only allowed by 
calling all the bonds outstanding, the provisions are rather 
simple. The agreement on the $10,000,000 five-year 7 per cent 
Krupp loan, dated December 15, 1924, thus provides: 


All, but not a part, of the Notes issued hereunder and then out- 
standing may, prior to their maturity, at the option of the Company, 
be called and redeemed by the Company on any interest date 
upon payment of the principal amount thereof and a premium 
of 2% of the principal amount thereof and accrued interest 
on such principal amount to the redemption date; provided the 
Company shall publish notice of such са] and redemption and 
of the date fixed for redemption upon four separate occasions and 
at intervals of at least 10 days in one daily newspaper published 
and in general circulation in the Borough of Manhattan, City of 
New York (the first publication to be made at least 90 days and 
not more than 100 days prior to the date so fixed for redemption). 
Such publication shall be a condition precedent to such redemption. 

On or before the fifteenth day preceding the day on which the 
Notes called for redemption shall be payable the Company shall 
pay to the Fiscal Agents the principal amount thereof and accrued 
interest thereon to the date of such redemption, plus the redemp- 
tion premium. If the Company shall have made such payment 
and shall have published the notice hereinabove specified, interest 
on the Notes called for redemption shall cease at such redemption 
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date, and thereafter such Notes shall not be entitled to any further 
benefit of or from this Agreement and the holders shall look for 
their payment solely to the amount so paid to the Fiscal 
Agent... (Article Three) 


The Company actually has called all the outstanding bonds 
for June 15, 1927 through the following notice published, for 
instance, in the New York Times of March 7, 1927 (100 days 
before the date of redemption): 


REDEMPTION NOTICE 
To Holders of 
FRIED. Krupp AKTIENGESELLSCHAFT 
7% Five-Year Merchandise Secured 
Gold Dollar Notes 
Notice is hereby given that pursuant to the provisions of Article 
III of the Agreement dated December 15, 1924, providing for the 
issue of $10,000,000 principal amount of 7% Five-Year Merchandise 
Secured Gold Dollar Notes of Fried. Krupp Aktiengesellschaft, 
said Company has elected to redeem on June 15, 1927, and on said 
date will redeem and pay at the redemption price, namely 102 
per cent of the principal amount thereof, all of said Notes now 
issued and outstanding. Such redemption and payment will be 
made on June 15, 1927 at the office of Goldman, Sachs & Co., 30 
Pine Strect, New York, N. Y., out of funds to be deposited by the 
undersigned subject to the provisions of said Agreement, upon 
presentation and surrender of said Notes with all appurtenant 
unmatured coupons attached. Coupons due June 15, 1927, should 
be detached and presented for payment in the usual manner. 
Interest on said Notes shall cease to accrue on June 15, 1927. 
FRIED. Krupp AKTIENGESELLSCHAFT, 
By Согрмам, Sacus & Co. 
Dated March 7, 1927. Fiscal Agents. 


In case, apart from the call in whole, redemption may take 
place by surrendering purchased bonds to the Fiscal Agent, an 
additional provision is necessary. The indenture securing the 
bonds of the Municipal Bank of the State of Hessen (22) says 
in this respect: 


The Kommunal Bank may purchase any of the Bonds with 
moneys other than those deposited with the Fiscal Agent for the 
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redemption of Bonds and from time to time may surrender any 
Bonds so purchased to the Fiscal Agent, who shall thereupon 
cancel said Bonds together with any coupons appertaining thereto 
and deliver them to the American Trustee, which shall make 
notation thereof on its records and shall hold or dispose of such 
cancelled Bonds and coupons as the Kommunal Bank may in 
writing direct. No Bonds so purchased by the Kommunal Bank 
and cancelled shall be reissued nor shall any other Bonds he issued 
in exchange therefor or in lieu thereof. (Article И, Section 7) 


The agreement on the loan to the City of Cologne (9) demands 
that the city “will make such purchases through the Fiscal 
Agents and will remit to them in New York the funds necessary 
therefor.” 

In case redemption may be made by call in whole or in part, 
the provisions necessarily are still more complicated. The 
trust agreement on the loan to the Leipzig Overland Electric 
Power Company (57), dated May 1, 1926, contains the follow- 
ing provisions: 


ARTICLE Ш. REDEMPTION OF BONDS 


Section 1. On May 1, 1931, or on any interest payment date 
thereafter, the Companies may, at their election, redeem the out- 
standing Bonds as a whole, or in part from time to time, at 101% 
of the principal amount thereof if redeemed on or after May 1, 
1931 and prior to May 1, 1936; and at the principal amount thereof 
if redeemed on or after May 1, 1936; in every case together with 
accrued interest to the date of redemption. 

Section 2. In case the Companies shall elect to redeem any of 
the Bonds, pursuant to Section 1 of this Article, the Companies 
shall notify the Fiscal Agent of their election to exercise such 
right of redemption by notice in writing to the Fiscal Agent to be 
received by the Fiscal Agent not less than seventy days preceding 
the date on which such redemption is to be made stating the prin- 
cipal amount of Bonds which the Companies have elected to redeem 
on said date, and the Fiscal Agent for and on behalf and at the 
expense of the Companies, shall give notice of such election by 
publication at least once in each week for four successive weeks 
prior to the date on which such redemption is to be made (the first 
publication to be not less than sixty days nor more than seventy 
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days prior to the redemption date specified) in a daily newspaper 
of general circulation printed in the English language and published 
in the Borough of Manhattan, City and State of New York, speci- 
fying, if less than all of the Bonds are to be redeemed, the serial 
numbers and denominations of the Bonds to be redeemed (which, 
prior to the publication of such notice shall have been determined 
by lot under the direction of the Fiscal Agent in any usual manner, 
in its discretion, from the numbers of Bonds outstanding) and 
stating the redemption price and that the interest on the Bonds in 
such notice designated for redemption will cease on the redemption 
date and requiring such Bonds with all coupons appertaining 
thereto maturing on and after said date to be presented in nego- 
tiable form on said date for payment at the principal office of the 
Fiscal Agent in The City of New York. A similar notice shall be 
mailed in The City of New York by the Fiscal Agent for and on 
behalf and at the expense of the Companies, postage prepaid, not 
less than fifty days prior to the specified redemption date, to all 
registered owners of Bonds to be redeemed whose addresses shall 
appear on the Bond register; but failure to mail such notice shall 
not affect the validity of the call for redemption. The Com- 
panies may give any additional notice of such redemption that 
they may deem desirable. Notice having been so given, the Bonds 
so designated for redemption shall, on the date stated, become 
and be due and payable at the redemption price set forth above 
and specified in the notice, and from and after the specified date 
of redemption (unless the Companies shall make default in the 
payment of such redemption price) interest on the Bonds so desig- 
nated for redemption shall cease to accrue, and, upon presentation 
in negotiable form and surrender at the principal office of the 
Fiscal Agent in The City of New York in accordance with said 
notice of any of said Bonds, with all interest coupons appertaining 
thereto maturing on and after said redemption date, they shall be 
paid by the Companies at the redemption price aforesaid. If the 
Companies shall default in the payment of such redemption price 
upon the surrender of said Bonds as aforesaid, said Bonds shall 
continue to bear interest at the rate therein expressed until pay- 
ment thereof. 

In the event of making any such call for redemption as herein 
provided, the Companies shall deposit with the Fiscal Agent in 
The City of New York at least seventy days before the date specified 
in any such call, the funds necessary to provide for the principal, 
premium and interest of the Bonds so called. 
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The Fiscal Agent shall allow the Companies interest upon the 
funds deposited with it, pursuant to the provisions of this Section, 
pending the application thereof, at the rates which, under the rules 
of the New York Clearing House, are currently allowed by banks 
and trust companies in The City of New York upon deposits of a 
similar character, but no interest shall be allowed on money set 
aside to meet interest payments after the due date of such interest 
payments. 

Section 3. On the deposit with the Fiscal Agent in The City of 
New York of an amount sufficient to redeem all of the outstanding 
Bonds at the redemption price prevailing on the interest date 
nest succeeding the date of such deposit and after notice of re- 
demption has been properlv given as aforesaid, and on payment 
to the Fiscal Agent and the Trustees of all costs, charges and 
expenses incurred by the Fiscal Agent and the Trustees and all 
other sums payable hereunder by the Companies, the Trustees, 
upon satisíactory proof of such deposit and the giving oí such 
redemption notice as aforesaid, shall, at the request of the Com- 
panies, cancel and satisfy the Mortgage and cancel and satisfy 
this Agreement and all mortgages and agreements supplemental 
thereto and hereto. The Fiscal Agent shall apply the moneys so 
deposited with it to the pavment at said redemption price oí the 
Bonds so called for redemption, but shall in no event be liable 
beyond the amount so deposited with it. 

Section 4. All Bonds redeemed or paid pursuant to the provisions 
of this Article and the appurtenant coupons shall forthwith be 
surrendered to the American Trustee and shall be cancelled by the 
American Trustee and delivered to the Company. or, at the request 
and expense of the Company, shall be cremated by the American 
Trustee and an appropriate certificate of such cremation shall be 
delivered to the Company, and no Bonds shall be issued in place 
thereof. 


In the case of the serial loan to the Hamburg-American Line 
(29), with different series maturing at different dates, the series 
with the remotest dates of maturity must have preference if 
partial premature redemption takes place: 

In case the Company shall have elected to redeem less than all the 
outstanding Bonds, it shall, in each such instance, at least twenty 


days before the date upon which the first publication of the notice 
of redemption is to be made, notify each of the Fiscal Agents and 
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the Trustee in writing of such election and of the aggregate prin- 
cipal amount of Bonds to be redeemed, in each case designating 
Bonds of the one or more series which shall have the remotest 
dates of maturity, and whenever less than all of the outstanding 
Bonds of any such series are sought to be redeemed, the Bonds of 
said series to be designated for redemption shall be drawn by lot 
by the Fiscal Agents in the presence of a representative of the 
"Trustee from all Bonds of said series at the time outstanding, and 
the Fiscal Agents shall within three days after receiving the notice 
aforesaid, notify the Company of the numbers of the Bonds so 
drawn. (Indenture, Article III, Section 2) 


ПІ. ACTUAL REDEMPTION BEFORE MATURITY 


Tt has often been contended that a large amount of German 
foreign bonds — altogether perhaps one-fifth — have been 
redeemed before maturity or bought back by Germany. In so 
far as those bonds were purchased by individual Germans or by 
the borrower who then collects the interest, which he has to pay, 
for his own benefit, there is of course, no possibility of ascertain- 
ing the total amount, and since the individual German or the 
borrower may at any time resell those bonds, the amount may 
also vary from day to day. In so far, however, as those bonds 
were officially redeemed by the borrower, the Fiscal Agent 
(Trustee, etc.) ought to know the exact amount, but it is not 
customary to publish the amount except in the cases where 
redemption before maturity takes place by calling bonds. On 
the other hand, redemption, of course, becomes generally 
known when it takes place as a whole, that is, when all out- 
standing bonds are redcemed at one date. Examples of such 
redemption as a whole before maturity are offered by the Krupp 
5-year notes (2) and the Siemens 3-year bonds (SA). 

The $10,000,000 5-year 7 per cent Krupp notes, dated Decem- 
ber 15, 1924, were to be retired in annual instalments of $750,000, 
the remaining $7,000,000 being due at par on December 15, 
1929, while the notes were callable as a whole at the option of 
the company on any interest date at 102 per cent. The com- 
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pany, as has been shown’, has called all the outstanding bonds 
for June 15, 1927. 

The $5,000,000 3-year 7 per cent Siemens bonds, dated 
January 1, 1925, were to be retired in semi-annual instalments of 
$250,000, the remaining $3,750,000 being due at par on January 
1, 1928, while bonds were callable as a whole at the option of 
the companies on any interest date at 101 per cent. The com- 
pany has called all outstanding bonds for January 1, 1927. 

In the two cases under consideration the call was effected in 
order to secure a larger loan for a longer term, and it deserves 
attention that in both cases the call involved considerable 
sacrifices on the part of the companies. 

Assuming that there are still outstanding $8,500,000 Krupp 
notes? and assuming that the company had not called all the 
bonds for June 15, 1927, it would have had to pay: — 


Date Interest Principal Premium Total 
December 15, 1927 $297,500 $750,000 515,000а $1,062,500 


june 15,1928 271,250 --- 271,250 
December 15, 1928 271,250 750,000 15,000а 1,036,250 
June 15, 1929 245,000 = 245.000 
December 15, 1929 245,000 7,000.000 — 7,245,000 

Total $1,330,000 $8,500,000 $30,000 $9,860,000 


? The premium payable only if bonds not obtainable below 102 per cent. 


Since the Company has called the bonds for June 15. 1927, 
it has to pay on that date $8,500,000--2 per cent = $8,670,000. 
It then pays at most $1,190,000 less than the total of the sched- 
uled payments, which is equivalent to 6.18 per cent interest on 
$8,670,000 for the remaining life of the obligation. If one 
assumes that only half of the premium would have had to be 
paid as a sinking fund — an assumption which is perfectly 

«Зее page 173. 

7 According to the company’s balance sheet the amount outstanding on 


September 30. 1926, was only $7,225,000; but this does not materially affect 
the results of the following computation. 
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justified since the notes were due at par in 1929 — the interest 
basis would be as low as 6.10 per cent. The company would 
then benefit from the present retirement of the bonds only if it 
might obtain another loan at less than 6.10 per cent. But in 
announcing the call of the bonds it was stated: 


The retirement is accomplished through the recent sale in 
European markets of 60,000,000 gold marks at 6 per cent Krupp 
bonds. Of this issue, 45,000,000 marks was sold in Germany and 
15,000,000 marks in Holland. The bonds were priced at 931%. 
The loan will be retired annually, beginning in 1932, the final 
maturity being in 1957. 


If the net proceeds of the new loan to the company are 90 
per cent, the interest charge is equal to 6.8 per cent. The com- 
pany would then have received 54,000,000 marks= $12,857,000, 
out of which it would spend $8,670,000 for the redemption of the 
old loan, which for the next two and a half years would have 
represented a burden of 6.1 per cent only.? 

The redemption of the 3-year Siemens bonds is still more 
burdensome for the companies, although the sums involved are 
rather small. Assuming that the companies had redeemed 
the fourth instalment of $250,000 on January 1, 1927, and 


$ The $12,000,000 5-ycar 7 per cent Thyssen bonds (3), dated January 1, 
1925, are refunded under similar conditions. They were to be retired in 
quarterly instalments of $300,000, the remaining $6,300,000 being due at 
par on January 1, 1930, while the bonds were callable as a whole or in part 
at the option of the company on any interest date to and ineluding January 
1, 1926 at 10215 per cent with successive reductions of 1 per cent during 
each year thereafter to maturity. According to Article VIT, Section 10 of 
the indenture securing the United Steel Works Corporation bonds (50) all 
the outstanding Thyssen bonds were to be called for July 1, 1927 (at 10114 
per cent). Redemption was to be made by means of a $10,815,000 25-year 
6% per cent loan of the United Steel Works Corporation. The new bonds, 
accompanied by a warrant entitling each holder of a $1000 bond to purchase 
on or before July 1, 1929, one share (par value 1000 marks — $238) of 
common stock of the corporatjon at 125 pcr cent, were privately placed (see 
page 24). 
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had not called the bonds for that date, they would have had 
to pay: 


Date Interest Principal Total 
July 1, 1927 $140.000 5250.000 $390,000 
Jan. 1.1928 131.250 3,750,000 3.881,250 
Total $271,250 $4,000,000 $4,271,250 


Since the companies called the bonds for January 1, 1927, 
they had to pay on that date $4,000,000-r 1 per cent = $4,040,000. 
They paid as principal plus premium $40,000 more than they 
would have had to pay if they had not called the bonds. The 
two instalments of debt service (interest+principal) which 
they would have had to pay represent a discounted value of 
$4,040,000 on an interest basis of 5.92 per cent. But when in 
September, 1926, they received a $24,000,000 25-year loan, they 
were requested to call their 3-year bonds on the next interest 
date. This new loan was ofiered at 99 and bears 6! > per cent 
interest plus a contingent additional interest for ten years if 
the companies pay a higher dividend than 7 per cent. The 
actual interest rate for 1927 is 7.216 per cent, and since the com- 
panies certainly did not receive more than 95 per cent of the 
par value of their new loan, they will have to pay ahout 114 per 
cent more on those $4,040,000 than if they had not called the 
bonds before maturity. 


CHAPTER TX 


COMPULSORY AMORTIZATION 


Bonds which are not “straight” are subject to compulsory 
amortization. The payments of the borrower in the case of 
such compulsory redemption are to be made: 

monthly (1) or 

quarterly (3, 23) or 

semi-annually (4, 5, 6, 8, 9, 11, 12, 14, 15, 17,1 
31, 32, 33, 35, 36, 42, 44, 48, 50, 51, 52, 54, 5 
61, 65, 66, 68, 69) or 

annually (2, 7, 10, 13, 16, 18, 20, 22, 25, 26, 27, 29, 30, 34, 
37, 38, 40, 41, 45, 46, 47, 53, 56, 61, 67). 

The principal of the entire loan may either (1) mature in 
equal annual or semi-annual instalments — with the result 
that the debt service grows less every year because with the 
payment of each instalment the interest charge decreases — or 
(2), the debt may be repaid in equal annuities (semi-annuties), 
payments of principal plus interest remaining all the time the 
same. These two plans are applied to the American loans to 
Germany, but with very many modifications. 

(1) The instalments are: 

(a) all equal (1, 10, 13, 16, 18, 22, 23, 24, 25, 27, 34, 35, 
44, 45, 48), 

(b) all equal, but deferred (starting only after a certain 
period) (4, 6, 28, 29, 46, 62, 68), 

(c) all equal, with the exception of the last instalment 
which is much larger (2, 3, 5, 12, 15, 30, 37, 47, 58), 

(b, c) all equal, but deferred and with a much larger 
instalment at the end (7, 19, 53), 
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(d) equal during one period, and larger (but equal among 
themselves) during another period (211, 33, 50), 
(b, c, d) equal during one period, and larger (but equal 
among themselves) during another period, but 
deferred and with a still larger instalment at the 
end, (52, 67°). 
(2) The annuities are: 
(a) all equal or about equal (8, 9, 11, 17, 20, 31, 32, 36, 
38, 55, 57, 61, 65, 66, 69), 
(b) all equal, but deferred (14, 26, 40, 41, 42, 51, 64). 
(b, c) all equal, but deferred and with a much larger 
instalment at the end (54, 56). 
The loans vary also a great deal according to: 
whether or not premature redemptions are to be taken into 
account in computing the instalments of compulsory 
redemption; 
whether or not the bonds have to be redeemed at par or 
with a premium; 
whether or not bonds may be delivered instead of cash; 
whether or not the bondholder knows from the outset at 
what date his bond will be paid. 


All these and many other features will be treated in this 
chapter. They affect either both the borrower and the bond- 
holder, or only the borrower, or only the bondholder. Since 
there are almost as many varieties as there are loans, it is well- 
nigh impossible to say which are the most important features 
and to group the analysis accordingly. Much depends on 
whether one lays more stress upon the obligations of the borrower 
or upon the rights of the bondholder. Іп а discussion like ours, 
where we have to deal on the one side with a definite borrower 
and on the other side with a mass of unknown bondholders 
scattered all over the world, it may seem more appropriate to 
take the viewpoint of the borrower. Yet, both tradition and 


1 In this case there are six such periods. 
2 Three periods. 
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consideration for the majority of our readers demand that we 
emphasize the viewpoint of the bondholder. And as to the 
bondholder there is one distinction of paramount importance in 
connection with compulsory amortization: whether the bonds 
are serial bonds (in which case he knows from the outset at what 
date his bond will be paid), or whether the bonds are sinking 
fund bonds (in which case retirement takes place by purchase or 
drawings). We will therefore use as main subdivisions: serial 
bonds, and sinking fund bonds. 


I. SERIAL BONDS 


During a certain very short period, serial bonds were quite the 
fashion. From August, 1925, until February, 1926, almost 
all the public loans, and in addition the loans to the Hamburg- 
American Line and to the Sachsen-Anhalt Electric Company, 
were serial issues. But while eleven such loans were floated at 
that time, no prior loan and only one later loan (State of Anhalt, 
May, 1926) was in serial form. One inconvenience connected 
with most of those loans is that each series, of course, has a 
different price and that, therefore, since each series is rather 
small, the bonds are listed nowhere and are not easily negotiable. 

Ten of the twelve serial loans were 20-year loans. In eight 
of these ten cases, the annual instalments (starting at the end of 
the first year) were equal. 


No. BORROWER Totar МОМІХАІ CAPITAL| ANNUAL INSTALMENTS 
10 | City of Munich. .... AT $8,700,000 $435,000 
13 | State of Bavaria........ 15,000,000 750,000 
16 | City of Duesseldorf... ... 1,750,000 87,500 
18 | Wurttemberg Cities. ..... 8,400,000 420,000 
22 | Municipal Bank of Hessen 3,600,000 180,000 
25 | City of Frankfort....... 4,000,000 200,000 


27 | City of Duisburg.. ad 3,000,000 150,000 
45 | State of Anhalt.........- 2,000,000 100,000 
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The debt service for those loans is constantly decreasing. 
The State of Anhalt, for instance, has to pay on its 7 per cent 
$2,000,000 loan: 


First year: Interest $140,000+ Principal $100,000 = $240,000 

Second year: Interest $133,000+ Principal $100,000 = $233,000 

Third year: Interest $126,000+ Principal $100,000 = $226,000 
etc. 

Twentieth yr.: Int.S 7,0004-Principal $100,000 — $107.000 


The debt service for the 20-year loans to the State of Olden- 
burg (20) and to the Bavarian Palatinate Consolidated Cities 
(38) has been arranged along the annuity plan so that the annual 
instalments of principal amounts (starting at the end of the first 


OLDENDERS АМАКАМ PALATINATE CITIES 
$3,090,000 $3,800,000 
YEAR ЕТ pa 
Interest Principal Total Interest Principal Total 
ТЕЕ $210,000 | $75,000 |$285,000 |$266,000 | $95,000 |$361,000 
2nd.....| 204,750 78,000 | 282,750 | 259,350 99,000 | 358,350 
314......| 199,290 84,000 | 283,290 | 252,120 | 106,500 | 358,920 
Aihissscs 193,410 90,000 | 283,410 | 244.965 | 114,000 | 358,965 
5th......| 187,110 96,000 | 283,110 | 236,985 | 121,500 | 358,485 
6th......| 180,390 | 102,000 | 282,390 | 228.480 | 129,500 | 357,980 
7th......| 173,250 | 111,000 | 284,250 | 219,415 | 140,500 | 359,915 
8th......| 165,480 | 117,000 | 282,480 | 209,580 | 148,000 | 357,580 
9th...... 157,290 | 126,000 | 283,200 | 199,220 | 159,500 | 358,720 
10th......| 148,470 | 135,000 | 283,470 | 188,055 | 171,000 | 359,055 
11th,.....] 139,020 | 144,000 | 283,020 | 176,085 | 182,500 | 358,585 
12th...... 128,940 | 153,000 | 281,040 | 163,310 | 194,000 | 357,310 
13th......| 118,230 | 165,000 | 283,230 | 149,730 | 209,000 | 358,730 
14th...... 106,680 | 177,000 | 283,680 | 135,100 | 224,000 | 359,100 
151......| 94,290 | 189,000 | 283,290 | 119,420 | 239,500 | 358,920 
16th...... 81,060 | 201,000 | 282,060 | 102,655 | 254,500 | 357,155 
17th......| 66,990 | 216,000 | 282,900 84,840 | 273,500 | 358,340 
18th...... 51,870 | 231.090 | 282,870 65,695 | 292,500 | 358,195 
19th......| 35,760 | 246,000 | 281.700 45.220 | 311,500 | 356,720 
2000: 18,480 | 264,000 | 282,180 23,415 | 334,500 | 327,915 
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year) are decreasing while the combined payments of principal 
and interest are equal or about equal each year. 

The $6,500,000 Hamburg-American Line 15-year 616 per 
cent serial loan (29) provides for equal annual instalments of 
principal amounts, but these instalments begin only at the end 
of the third year. Тһе debt service on this loan is then at first 
very slight, becomes very heavy in the third year, and from then 
on decreases again: 


First year: Interest $422,500 = $422,500 

Second year: Interest $422,500 =$422,500 

Third year: Interest $422,500+ Principal $500,000 = $922,500 

Fourth year: Interest $390,000+- Principal $500,000 = $890,000 

Fifth year: Interest §357,500+ Principal $500,000 = $857,500 
etc. 

Fifteenth year: Int. $ 32,5004-Principal $500,000 = $532,500 


The $1,000,000 Sachsen-Anhalt Electric Company two-year 
615 per cent loan (35) (dated January 1, 1926) matures in four 
equal instalments ($250,000 each on July 1, 1926, January 1, 
and July 1, 1927, and January 1, 1928). 


The procedure connected with the redemption of serial bonds 
is very simple. The borrower pays to the Fiscal Agent (Trus- 
tee) the principal amount of the bonds to be redeemed plus 
accrued interest thereon to the date of redemption. This pay- 
ment is to be made at least: 


14 days prior to each maturity date (35), or 


18040“ ив “ “ (13,29), or 
16 “ m “wo “ “ (25) ог 
30 «* « ка « * 118,22. 


On the redemption date, the holders of the maturing bonds 
surrender them with appertaining coupons and are paid the 
redemption price, whereupon the Fiscal Agent (Trustee) cancels 
the redeemed bonds. 
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The agreement on the City of Frankfort loan (25) thus says: 


The City agrees that it will . . . annually on the 15th day of 
September in each and every year, so long as any of the bonds are 
outstanding, commencing on the 15th day of September, 1926, 
pay to the Fiscal Agents of the Loan the amount suflicient to pay 
the principal of all the bonds then outstanding which mature on 
the first day of October next ensuing. (Article Eighth) 

The City irrevocably authorizes and directs the Fiscal Agents 
of the Loan to pay the interest accruing on the bonds from time to 
time to the bearers of the coupons, upon presentation and sur- 
render of such coupons, and to pay the principal when payable 
under the foregoing provisions at or before maturity, to the bearers 
of unregistered bonds on presentation and surrender thereof, and 
to the registered holders of bonds registered as to principal on 
presentation and surrender of their bonds accompanied by proper 
instruments of assignment and transfer in blank, and to make every 
such payment without further formality except as the Fiscal 
Agents of the Loan may be advised to be necessary to comply with 
some law in the United States of America. All bonds and coupons 
paid shall as soon as practicable thereafter be cancelled and cre- 
mated by the Fiscal Agents of the Loan who shall execute a cer- 
tificate of such cremation in duplicate and transmit one counter- 
part of such certificate to the City. The City shall be entitled to 
have a representative present at the cremation. (Article Ninth) 


I. SINKING FUND BONDS 


In the case of serial bonds, the obligations of the borrower and 
the rights of the bondholder are evident. The borrower has, 
for the immediate benefit of the bondholder, to deliver in due 
time the sums required for the redemption of principal, just in 
the same way as the sums required for the pavment of interest. 
In the case of sinking fund bonds the terms, as a rule, are more 
complicated. Since the individual bondholder has no claim to 
the payment of his principal before the last maturity date of the 
loan, creditor and borrower can indulge in the most diversified 
systems of redemption, and quite often the receipts of the bond- 
holders do not so closely correspond to the payments of the 
borrower as in the case of serial bonds. 
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1. Sinking Fund A pplied Exclusively to Call of Bonds 


The sinking fund system, which resembles most closely the 
serial bond system, requires that the obligor pay as a sinking 
fund at the end of each year an amount sufficient to redeem a 
certain fraction of the principal, and that his payments be 
immediately utilized to draw by lot and pay at par a corres- 
ponding number of bonds. In that case the obligor is in exactly 
the same position as the borrower of a serial loan, because the 
fact that he has to pay the instalments on the principal as a 
sinking fund for the gradual amortization of the bonds and not 
as а return to the holders of certain specified bonds does not 
affect him in the least. The situation of the bondholders, as a 
whole, is also exactly the same as that of the aggregate owners 
of the bonds of a serialloan. But the situation of the individual 
holder of such sinking fund bond is, of course, quite different 
from that of the individual owner of serial bonds, since he has 
only a claim each year to the redemption by lot of a certain 
proportion of the outstanding bonds but not to the redemption 
of the bonds which he alone holds. He may have to wait until 
the last date of maturity before he receives his principal. 

This very simple sinking-fund system, which has, for example, 
been applied to the Dutch loan of the German Osram Company 
(December, 1925), has not been strictly adhered to in the case 
of any of the 51 German sinking-fund loans publicly offered in 
the United States. Its principle has, however, been followed 
in the case of loans to the General Electric Company (4), the 
Siemens Companies (5B), the Rheinelbe Union (33), the United 
Steel Works (50), the State of Prussia (56), and the German- 
Atlantic Cable Company (61). 

In the case of the 25-year United Steel Works loan ($30,000,- 
000), the deviation from the method described above consists 
in the fact that during the first 1214 years 1 per cent only 
($300,000) and during the last 121% years 3 per cent (5900.000) 
of the total nominal capital have to be paid semi-annually as a 


Seesen Summe 
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sinking fund for redemption by call of bonds selected by lot. 
The borrower has to pay after the first six months $975,000 
interest 4-$300,000 principal=$1,275,000, a sum which decreases 
(by the reduction of interest charge) to $1,041,000 in the first 
half of the thirteenth year, but jumps (by the trebling of the 
principal instalment) to $1,631,250 in the second half of the 
thirteenth year, and decreases again (by the reduction of the 
interest charge) to $929,250 for the second half of the twenty- 
fifth year. It is hard to believe that this result was actually 
intended. 

A similar method prevails for the 20-year Rheinelbe Union 
loan ($25,000,000), the semi-annual instalments being about 
$312,500 ($313,000 on January 1 and $312,000 on July 1) in the 
first ten years and three times as much ($938,000 on January 1 
and $937,000 on July 1) during the last ten years. 

In the case of the 20-year loan to the General Electric Com- 
pany ($10,000,000), the semi-annual instalments on principal to 
be paid by the borrower are about equal (first instalment 
$343,000, all future instalments $333,000); but payment begins 
only after 514 years and redemption of bonds by lot is made at 
105 per cent. 


As a Sinking Fund for the redemption of the Bonds, the Company 
will pay over to and deposit with the Trustee on or before June 1, 
1930, the sum of $360,150, and on or before each succeeding Decem- 
ber 1 and June 1, to and including December 1, 1944, the sum of 
$349,650, so long as any of the Bonds remain outstanding and 
unpaid. (Section 17) 


The Company has then to pay in each of the first five years 
semi-annually $350,000 as interest, for the first half of the 
sixth year $350,000 interest+$343,000 principal+$17,150 
premium = $710,150, а sum which decreases (by the reduction 
of interest charge) to $361,305 for the second half of the twen- 
tieth year. 

In the case of the 10-year Siemens loan ($5,000,000), only 
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about one-half of the total nominal capital is to be redeemed 
before maturity. The Companies shall semi-annually pay as a 
sinking fund $135,000, such sum, according to the Trust Inden- 
ture, “to be employed on the next succeeding interest payment 
date in the redemption through call by lot of the Ten-year bonds 
at the principal thereof with accrued interest, plus a premium of 
2% of the principal amount.” The Indenture does not clearly 
state the principal amount of bonds to be thus redeemed, 
but an advertisement published by Dillon, Read & Co., on May 
24, 1926, began as follows: 


SIEMENS & HALSKE, А. б. 
SIEMENS-SCHUCKERTWERKE, G.M.B.H. 
REDEMPTION NOTICE 


To the holders of Ten-Year 7% Secured Sinking Fund Gold Bonds, 
due January 1, 1935, issued under and secured by Indenture 
between the above named Corporations and Central Union 
Trust Company of New York as Trustee, dated January 1, 1925: 


NOTICE is hereby given that the undersigned as Sinking Fund 
Agent has received notice from Central Union Trust Company of 
New York, as Trustee under said Indenture, that in accordance 
with the provisions of Article Five of said Indenture it has desig- 
nated by lot for redemption on July 1, 1926, out of monies to be 
paid to the Sinking Fund Agent by said Corporations as and for a 
Sinking Fund, $132,000 principal amount of Ten-Year 7% Secured 
Sinking Fund Gold Bonds, due January !, 1935, in denominations 
respectively bearing the following numbers, to wit: 


(Then follow 124 numbers of Bonds in denominations of $1,000 
each and 16 numbers in denominations of $500 each.) 


Moreover, the companies in their annual report for the year 
ending September, 1925, gave as amortization for that year 
554,400 marks, which corresponds to $132,000. It may then 
be assumed that 19 semi-annual instalments of $134,640 each 
were needed to redeem $2,508,000 principal, and that the re- 
maining $2,492,000 plus a 2 per cent premium was due at the end 
of the tenth year. 

While in the four cases so far mentioned the instalments of 
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principal amounts are equal at least for certain periods, the Trust 
Deed securing the $4,000,000 German-Atlantic Cable Com- 
pany 1814 year loan (61) provides for a sinking fund system 


operating s the annuity basis but with a varying premium, the 
redemption price being 11066 for four years and 107157 0, 105%, 
and 1021597 for the following quinquennial periods. 


The bonds shall be retired in accordance with the following 
plan of redemption: 

Upon the first day of April in each year, beginning with the year 
1927 and continuing thereafter until all the bonds are redeemed, 
the Coxrany shall redeem bonds of the principal amount and 
at the redemption price set forth in the following redemption 
schedule, viz: 


REDEMPTION SCHEDULE 


Principal Amount Redemplion Pricc 
Year to be Redeemed (Per Cent of Principal) 
1927 $107,500 110% 
1928 114,000 110% 
1929 121,500 110% 
1930 129,500 110% 
1931 141,000 7% 2% 
1932 150,000 1071 565 
1933 159,500 1071467 
1934 170,000 1071560 
1935 181,000 107/2% 
1936 197,500 105% 
1937 211,000 105% 
1938 224,500 105% 
1939 240,000 105% 
1940 255,500 105% 
1941 279,500 10214% 
1942 298,500 10214% 
1943 319,000 102149 
1944 341,000 10214% 
1945 359,500 10214% 

$4,000,000 


(Trust Deed, Article Two, Section 1) 
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The annuily system has also been applied to the 25-year 
$20,000,000 Prussian loan, but the annual instalments start 
only at the end of the sixth year. The Prospectus says: 


These Bonds are to have the benefit of an annual sinking fund 
which shall by maturity effect the redemption by drawings by lot 
at par and accrued interest of 50% of the entire authorized 
amount in progressively increasing annual amounts, the first 
sinking fund redemption to be made September 15, 1932. The 
amounts so to be retired September 15 in each year are as 
follows 


1932 . . . $257,000 1942 . . . $483,000 
1933 . . . 274000 1943 . . . 515000 
1934 . . . 292,000 1944... . — 548,000 
1935 . . . 311,000 1945 . . . 584000 
1936 . . . 332,000 1946 . . . 622,000 
1937 . . . 353,000 197. . . 662,000 
19388 . . . 375,000 1948 . . . 708,000 
1939 . . . 400,000 1949 . . . 751,000 
1940 . . . 427,000 1950 . . . 800,000 
1941... . — 454,000 1950 . . . 852,000 


Premature redemption, as a rule, has no effect upon the opera- 
tion of the sinking fund. But in the case of the loan to the 
German-Atlantic Cable Company full account shall be taken 
of such premature redemption: 


The Company reserves the right to give notice of the additional 
redemption, upon any interest date of all or any part of the out- 
standing bonds, such redemption to be made at the redemption 
rate for such year in which to be so redeemed, in accordance with 
the said redemption schedule, and upon like publication. After 
such redemption, the obligation of the Сомрлму to redeem bonds 
in accordance with the foregoing redemption schedule shall be 
postponed until such time when the total principal amount of 
bonds provided to be redeemed in accordance with the foregoing 
redemption schedule shall be equal to the total principal amount 
of bonds theretofore redeemed. (Trust Deed, Article Two, 
Section 1) 
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The Trust Deed securing this loan further provides that 
“bonds of each denomination outstanding in any year shall be 
included in the drawing for such year proportionately to the 
total amount of bonds outstanding at such time.” 


The procedure in connection with the compulsory redemption 
of bonds by call is of course somewhat more complicated than 
in the case of serial loans. It runs about as follows: 

1. The Fiscal Agent (Trustee) selects by lot the bonds to be 
redeemed. He makes this selection at least one month (4), 
or more than one month (33, 50), or 40 to 50 days (5B), or in 
the eighth month (61) before the redemption date. 

2. The borrower or the Fiscal Agent (Trustee, Sinking Fund 
Agent) publishes, in the same manner as in the case of pre 
mature redemption, the numbers of the bonds designated for 
redemption in one or more New York daily papers 4, the first 
publication being due, as a rule, at least 30 days before the re- 
demption date.’ 

3. The borrower pays to the Fiscal Agent (Trustee, etc ) the 
principal amount of the bonds to be redeemed plus accrued 
interest thereon to the date of redemption, plus the premium if 
any. This payment is to be made at least 10 days (61), or 12 
days (50), or 15 days (5B), ог 16 days (33), or onc month and 14 
days (4) before the redemption date. 

4. The holders of the bonds to be redeemed surrender them on 
the redemption date with appertaining coupons and are paid the 
redemption price. 

5. The Fiscal Agent (Trustee) cancels all bonds redeemed and 
paid together with all interest coupons maturing subsequently 
to the redemption date. 

One example, taken from the indenture securing the Rheinelbe 
Union bonds (33), may illustrate the agreements referring to such 
a sinking fund exclusively applied to the call of bonds: 

3 No. 61 also in the Reichsanzeiger in Berlin. 


4 No. 4: at least 30 days; Nos. 33, 50: 30 to 35 days; No. 5B: 30 10 90 days; 
No. 61: at least 6 months and 22 days. 
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ARTICLE III. SINKING FUND. 


Section 1. The Companies jointly and severally covenant and 
agree that they will pay to the Fiscal Agents, as and for a Sinking 
Fund, semi-annually, on June 15, 1926 and on each June 15 there- 
after to and including June 15, 1935, $312,000; on December 16, 
1926 and on each December 16 thereafter to and including Decem- 
ber 16, 1935, $313,000; on June 15, 1936, and on each June 15 
thereafter to and including June 15, 1945, $937,000; and оп Decem- 
ber 16, 1936 and on each December 16 thereafter to and including 
December 16, 1944, $938,000. . . . 

All payments herein required to be made into the Sinking Fund 
shall be made for the account of the Fiscal Agents to either or both 
Fiscal Agents, at the principal office or offices of either or both 
Fiscal Agents, in the Borough of Manhattan, City and State of 
New York as both Fiscal Agents shall, from time to time, in writing 
addressed to Deutsch-Lux,? direct. 

Section 2. ‘The moneys in the Sinking Fund shall be applied 
by the Fiscal Agents to the redemption of Bonds on the next 
ensuing interest payment date, at the principal amount thereof, 
plus accrued interest to such redemption date, in the manner 
provided below. Until so applicd to the redemption of Bonds, 
all moneys in the Sinking Fund shall be held by the Fiscal Agents 
as further security for the Bonds. 

The Fiscal Agents shall, prior to June 1 and prior to December 1 
of each year, sclect by lot, in any usual manner approved by them, 
in their discretion, Bonds for redemption, equal in principal amount 
io the amount of the next ensuing Sinking Fund payment, as 
above provided, and shall call said Bonds for redemption on said 
next ensuing interest payment date by causing notice of such 
redemption to be published in the names of the Companies once 
a weck for at least four successive weeks preceding such redemption 
date in two daily newspapers of general circulation selected by 
the Fiscal Agents, published in the Borough of Manhattan, City 
and State of New York, the first publication to be not less than 
thirty and not more than thirty-five days prior to such redemption 
date, which notice shall state the numbers of the Bonds designated 
for redemption. The Fiscal Agents shall cause a similar notice 
to be mailed, postage prepaid, at least 30 days prior to such redemp- 
tion date to each registered owner of Bonds designated for redemp- 


* Deutsch-Luxemburgische Bergwerks-und Hutten-Aktiengesellschaft. 
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tion whose address shall appear on the transfer register, which shall 
be open to inspection by either Fiscal Agent at any reasonable time. 
Failure to give such mailed notice or any irregularity therein, how- 
ever, shall not affect the validity of any redemption proceedings. 

The Fiscal Agents may, in their discretion, also give notice of 
any such redemption by one or more publications in such other 
newspapers in the United States of America, Canada or in Europe 
as they may deem proper. Failure to give any such additional 
published notice or any irregularity therein, however, shail not 
affect the validity of any redemption proceedings. 

Section 3. Notice of such redemption having been duly given, 
as hereinbefore provided, and the Sinking Fund payment necessary 
to pay the redemption price having been deposited with the Fiscal 
Agents before the redemption date, the Bonds so designated for 
redemption shall on the date and at the place designated in such 
notice become due and payable at the redemption price herein- 
before in this Article III set forth, and from and after the date of 
redemption so designated, unless default shall be made in the pay- 
ment of the redemption price of said Bonds, interest on the Bonds 
so designated for redemption shall cease, and on presentation and 
surrender of the Bonds specified in the notice of redemption, in 
accordance with said notice, with all appurtenant coupons maturing 
on and after said redemption date, said Bonds shall be paid at said 
redemption price. 

Section 4. All Bonds, together with the unmatured coupons 
thereunto appertaining, redeemed for the Sinking Fund shall be 
cancelled by the Fiscal Agents and after such cancellation shall be 
delivered to the American Trustee, which shall make notation 
thereof on its records,and no such Bonds shall be reissued nor shall 
any Bonds be issued in exchange therefor or in lieu thereof. Such 
cancelled Bonds and coupons shall be held, or disposed of, by the 
American Trustee as Deutsch-Lux® may in writing direct. The 
American Trustee shall be entitled to accept a certificate from the 
Fiscal Agents that such Bonds and coupons have been duly can- 
celled as conclusive evidence of the fact of such cancellation and 
shall be fully protected in relying thereon. 

No expenses of the operation of the Sinking Fund and no accrued 
interest on Bonds redeemed through the Sinking Fund shall be 
charged against or payable out of any moneys in, or deposited for 
account of, the Sinking Fund, but the same shall be borne by the 
Companies and paid out of funds other than and in addition thereto. 


5 Deutsch-Luxemburgische Bergwerks-und Hutten-Aktiengesellschaft. 
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2. Sinking Fund Applied to Purchase and Call of Bonds 


The sinking fund system applied most frequently in the case 
of American loans to Germany is, however, more complicated, 
the payments being used so far as possible for the purchase of 
bonds at a maximum price and only the balance for redemption 
by lot. The obligations of the borrower are here again similar 
to those of the borrower of a serial loan. But the rights of the 
bondholder are more vague than with the above mentioned 
sinking fund system because as long as bonds are obtainable at 
or below the maximum price he has no chance of having his 
bond called. 

This system of preferred purchase has, for example, been pro- 
vided for the American tranche of the Reparation Loan. The 
Reich has, apart from the interest charge, to pay each year as a 
sinking fund 1/25 of the original nominal capital of the loan 
($110,000,000) plus a premium of 5 per cent, that is $4,400,0004- 
$220,000 = $4,620,000, and the sinking fund is to be applied to 
the purchase of bonds if obtainable at or below 105 per cent, 
or, if not so obtainable, to the redemption by call of bonds 
selected by lot at 105 per cent. 


In accordance with the General Bond and supplementary docu- 
ments and proceedings, the German Government has covenanted to 
pay in gold coin of the United States of America of the standard 
of weight and fincness existing on October 15, 1924, as a sinking 
fund for the amortization of the bonds of the American tranche 
of this issue, the sum of $4,620,000 a year, in equal monthly instal- 
ments beginning November 15, 1924 Such sinking fund is to he 
applied from time to time to the purchase of bonds of this issue 
if obtainable at or below 105% and accrued interest, or if not so 
obtainable to the redemption by call of bonds of this issue selected 
by lot at 105% and accrued interest; the amount of the accrued 
interest in either case to be provided and paid by the German 
Government otherwise than out of the sinking fund. (Listing 
application 7) 


7 Sec also the text of the “General Bond” quoted on pages 219-22. 
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During the first two years of the operation of the new Repara- 
tion Plan, the paying agents were indeed able to purchase out- 
standing bonds in the market at less than 105 per cent, and no 
redemption took place by call.® 

The same principle has been applied altogether to 38 loans. 

Dates of redemption. So far as compulsory amortization 
takes place through call by lot it is done semi-annually or 
annually on interest dates, but purchase of bonds of course 
stretches over a period of weeks or months. In 18 cases, 
redemption by call starts at the earliest possible date, namely, in 
case of semi-annual payments at the end of the first half year, 
in case of annual payments at the end of the first full year. 
In two cases (14, 19) where semi-annual payments are provided, 
redemption begins only at the end of the first year. In three 
cases (8, 9, 17) it starts after 115 years, in five cases (40, 41, 42, 


Dates or Елкілезт REDEMPTION 


AFTER | Arter! Artee! Arter! Arter| AFTER] AFTER 
Borrowers 6 1 2 3 4 6 1015 | TorAL 
MoxrEs| YEAR | YFAns| Yeags| YrARS| YEARS) VERS] 
German Republic. ..... 1 1 
States sees 1 3 —| —] 1 1 в 
Municipal Associations 1 2 — — — 3 
Сібе сыл Nen 1 4 vy —| — - 9 
Public Utility Corp... 7 4 — 2 1 24 1 18 
Industrial Corporations.) 84 2 = | 1 —| 3 - | 14 
Public Credit Inst ...| 3 1 1 —|— - -| 8 
Private Comm. Co.'s 2 1 - 1 - 4 
Religious Organizations | — -| 3 —| — - 3 
Totale 23 18 8 4 2 7 1 63 
“Two after 3 months, One after 224 years. "Two after 534 years. 
®Three after 134 years. One after 5 and one after 515 years, 


8 See Reports of the Agent General for Reparation Payments, November 
30, 1025, p. 19; November 30, 1926, p. 14. 
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51, 64) after 2 years, in one case (62) after 214 years, in two 
cases (67, 68) after 3 years, in two cases (52, 54) after 4 years, in 
one case (53) after 5 years, in two cases (7, 28) after 51% years, 
in one case (26) after 6 years, in one case (6) after 101% years. 


Amount lo be redeemed. Eighteen of the 38 loans are redeemed 
according to the equal instalment system, while to 20 others the 
annuity method is applied. 

For eight loans (1, 6, 23, 28, 44, 48, 62, 68) the semi-annual 
or annual instalments of principal amounts are absolutely 
equal on each date where redemption takes place. 

For eight loans (2, 7, 15, 19, 30, 37, 47, 53) the instalments 
are equal, with the exception of the last instalment which is 
considerably larger. An interesting modality, however, for 
increasing the instalments during a certain period has been 
applied to one of those loans, namely to the $4,000,000 20-year 
loan of the Silesia Electric Corporation (37). This corporation 
has to pay as a sinking fund, beginning at the end of the first 
year, annually $100,000, the remaining $2,100,000 being duc at 
the end of the twentieth year. But for the last nine years the 
corporation is to pay in addition a sum in dollars equivalent to 
10 per cent of the aggregate amount of dividends which shall 
have been paid on the capital stock of the corporation, 
provided the annual dividend shall have aggregated at least 
$625,000. 


In addition to the payments required to be made pursuant to 
the provisions of Section 1 of this Article VI, the Company shall, 
on November 1, 1937, and on November 1 of each year thcreafter 
to and including November 1, 1945, so long as any bonds of 
the 614% Series Due 1946 shall be outstanding, deposit with 
Harris Forbes & Co., New York City, or its successor, as Sinking 
Fund Agent, in funds there current à sum in dollars of the United 
States of America equivalent at the then current rate of exchange 
to ten per cent of the aggregate amount of dividends which shall 
have been paid or distributed on the capital stock of the Company 
during the year ending the thirty-Grst day of October last preceding 
such Sinking Fund instalment date, provided, however, that the 
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Company shall not be required to deposit such additional sum on 
any first day of November unless the amount of dividends paid 
or distributed on the capital stock of the Company during such 
year shall have aggregated the equivalent, at current rates of 
exchange, of at least $625,000 of the United States of America. 
The Sinking Fund Agent shall be entitled to rely on a certificate 
of a Managing Director of the Company with respect to the amounts 
of any dividends so paid or distributed by the Company in any 
year. (Indenture, Article VI, Section 2) 


The indenture securing the Stettin Public Utilities Company 
20-year bonds (47) provides that the annual instalments may be 
doubled at the option of the borrower. 


On January 15, 1927 and on January 15 of cach year thereafter 
until and including January 15, 1946, so long as any of the Bonds 
shall be outstanding, the Company shall deposit with Harris, 
Forbes & Co., or ifs successor as Sinking Fund Agent, at its prin- 
cipal office in the Borough of Manhattan, City of New York, in 
funds there current, a sum sufficient to pay and redeem, on the 
next succeeding first day of April, two and one-half per cent of the 
entire issue of $3,000,000 aggregate principal amount of Bonds . . . 
and shall be entitled, at its option, to increase any such annual 
deposit by an amount such that the total sum so deposited shall 
be sufficient so to pay and redeem, on the next succeeding first 
day of April, not to exceed five per cent of said issue of Bonds. 
(Indenture, Article V, Section 1) 


This kind of premature redemption differs from the ordinary 
premature redemption provided for in the indenture in that the 
ordinary premature redemption may only take place through 
call while this special premature redemption, like the compulsory 
redemption, may also take place by purchase, and therewith at 
more favorable terms. 

For two loans — the $15,000,000 Saxon Public Works 614 
per cent 25-year bonds (52) and the $6,000,000 United Indus- 
trial Corporation 61% per cent 15-year bonds (67) — the instal- 
ments are equal during a certain period, higher but equal among 


themselves during one or two later periods, while the last instal- 
ment is still larger. 
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Haur-year wn Yeas kc аны 
ist to 7th.... -- Ist and 2па... — 
8th to 27th... $187,500 3rd to Sth.... $120,000 
28th to 49th... 262,500 6th to 11th.., 150,000 
БОС еее 5,475,000 12th to 14th... 180,000 
MID ЖУУК О 4,200,000 


For 18 loans (8, 9, 11, 14, 26, 31, 32, 36, 40, 41, 42, 51, 55 
57, 64, 65, 66, 69) the annuities (sum of interest and principal 
amount) are equal or almost equal, while for two loans (17, 54) 
the last instalment is much larger. The amounts of principal 
redeemed through those annuties are given in the tables on 
pages 201--205.° 

Redemption through purchase. Purchase of bonds for com- 
pulsory redemption is effected either through the Fiscal Agent 
(Trustee, etc.) or through the borrower. If the Fiscal Agent 
is to buy the bonds, the borrower’s chances of having those 
bonds purchased at the lowest possible price depend upon the 
zeal and the good will of an agency which doubtless has a 
profound knowledge of the market, but has no financial interest 
in buying cheap. In 11 cases (2, 6, 11, 19, 28, 36, 44, 51, 53, 62, 
64), it has therefore been provided that the borrower should do 
the purchasing himself. If, then, the price in the market does 
not exceed the stipulated redemption price, the borrower will in 
due time buy the required number of bonds and will deliver 

® The amounts of principal to be redeemed each half year or year are stated 
in some cases (11, 26, 31, 40, 41, 66) in the agreements or indentures. In 
most cases (8, 9, 14, 17, 32, 36, 42, 51, 54, 55, 57, 64, 69) they had to be com- 
puted from the annuities (sum of interest and principal) agreed upon; the 
totals here sometimes exceed the aggregate nominal capital, but no attention 
was paid to this discrepancy. In one case (65) we had to ascertain the 
annuitics on the basis that the aggregate nominal capital was to be redeemed 


through the operation of a cumulative sinking fund, and to compute the 
principal from those annuities. 
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them to the Fiscal Agent (Trustee) for cancellation. By doing 
so, he has fulfilled his obligations toward the sinking fund and 
saves, as a rule to his own benefit, the difference between the 
actual amount he has spent in purchasing the bonds and the 
total instalment he would otherwise have had to pay as a 
sinking fund. If, however, he delivers only part of the required 
number of bonds, he has to pay the balance in cash; and the 
Fiscal Agents (Trustees) use this cash to call bonds for redemp- 
tion by lot at the redemption price. The agreement on the 
Krupp loan (2) thus provides: 


The Company covenants and agrees that it will, on or before 
December 1, 1925, and on or before December 1 in cach year 
thereafter up to and including December 1, 1928, pay to the Fiscal 
Agents, as a Sinking Fund to be applied to the redemption of 
Notes to be drawn by lot as hereinafter in this Article l'our pro- 
vided, an amount of money sufficient to redeem Notes to the 
principal amount of $750,000 on the next succeeding December 
15th at 102% of the principal amount thereof and accrued interest; 
provided, however, that the Company may prior to November 
15th of any such year purchase at not to exceed 102 and accrued 
interest and tender to the Fiscal Agents for cancellation Notes 
with all unmatured coupons attached, and the principal amount of 
Notes to be redeemed by the Sinking Fund as above specified shall 
be reduced by the principal amount of the Notes so tendered for 
cancellation ... 

All moneys received by the Fiscal Agents for the Sinking Fund 
shall be applied by the Fiscal Agents to the redemption of Notes at 
their face amount and accrued interest to date of redemption 
plus a premium of 2% upon the principal amount thereof. (Article 
Four, Sections 1 and 2) 


It may be incidentally mentioned that in the case of this 
specific loan, for the first two years notes could ke purchased at 
any time in the market at less than the redemption price of 102 
per cent, since the price varied in 1925 between 86 and 0914, in 
1926 between 90 and 10174. 

In four cases (7, 26, 30, 37) the borrower may either buy the 
bonds himself and deliver them for cancellation, or authorize 


Half year 


TZOoo-ousru.n- 


аг жасы аа ый ыз калық 
€ оо чо C zum 


REDEMPTION OF PRINCIPAL 


(1n dollars) 

(8) (9) (11) (14) (17) (26) (31) (32) (36) (40) 

| 

— — 191.000 — | — — 58.000 | 34.350 20,400 — 

— — 197,000 49,854 — - 62,000 35.552 21,114 — 
134,625 89,750 | 205,000 51.556 10,714 — 64,000 | 36,797 21,854 — 
139,000 92,667 211,000 53,316 11,097 — 66.000 | 38.081 22,618 561,200 
143,518 95,679 | 218,000 55,137 11,493 — 68,000 | 39.417 23,410 — 
148,182 98,788 | 226,000 57,020 11,904 — 70.000 40,797 24,230 | 600,300 
152,998 101,999 | 234,000 58,967 12,329 — 72,000 | 42,225 25,078 — 
157,970 | 105,313 | 243,000 60,980 | 12,769 — 76.000 | 43,703 25,955 642.620 
163,105 108,737 | 251,000 63,062 | 13,225 — 78,000 | 45,232 26,864 — 
168,405 112,270 | 260,000 65,216 13,608 — $0,000 | 46,816 27,804 687,240 
173,879 | 115,919 | 270,000 67,3 14,187 - $4,000 | 48,454 28,777 — 
179,530 | 119,687 280,000 69,746 14,693 | 193,000 | 86,000 50,150 29,781 735,540 
185,364 123,576 | 289,000 72,127 15.218 | — 90,000 51,905 30,826 — 
191,389 | 127,592 299,000 74,590 15,762 | 205,500 | 92,000 53,722 31,906 787,060 
197,609 | 131,739 | 309,000 77,137 16,325 — 96,000 55,602 33,022 — 
204,031 136,021 320,000 79,771 16,908 | 219,000 | 100,000 | 57,548 34,178 842,260 
210,662 140,41 331,000 82,495 17,511 -- 102,000 50,562 35,374 — 
217,509 145,006 | 342,000 85,312 18,137 | 233,500 | 106,000 | 61,647 36,613 | 901,140 
224,578 149,719 | 354,000 88,225 18,785 — 110.000 63,805 37,894 — 
231,877 154,585 | 367,000 91,237 19,455 | 248,500 | 114.000 66,038 39,221 964.160 


NOILVZLLNONV AXOSTNINOI 


102 


REDEMPTION Or PRINCIPAL—Continued 


(In dollars) 


(26) 


(31) 


(32) 


(36) 


(40) 


Halfyear (8) (9) (11) (14) (17) 
2 239413 | 159,600 | 380,000] 94,353 | 20,150 
2 217,193 | 164,795 | 394,000 | 97,575 | 20,870 
23 255227 | 170,151 | 407,000 | 100,006 | 21,615 
24 263,522 | 175,681] 421,000 | 104,352 | 22,387 
25 272,087 | 181,391 | 436,000 | 107,915 | 23,187 
26 280,929 | 187,286 | 451,000 | 111,600 | 24,015 
27 290,060 | 193,373 | 466,000 | 115,411 | 24,873 
28 299,487 | 199,658 | 483,000 | 119,352 | 25,761 
29 309,220 | 206,147 | 500,000 | 123,427 | 20,681 
30 319,269 | 212,846 | 517,000 | 127,642 | 27,634 
3 329,646 | 219,764 | 535.000 | 132,000 | 28,621 
32 340.359 | 226,906 | 554,000 | 136,508 | 29,643 
33 351,421 | 234,281 | 575,000 | 141,169 | 30,701 
34 362,842 | 241,895 | 595,000 | 145,089 | 31,798 
35 374,634 | 219756 | 615.000, 1500741 3293 
36 386,810 | 257,873 | 636,000 | 156,129 | 34,110 
37 399,381 | 266.254 | 658,000 | 161,461 35,32% 
38 412,361 | 274,907 | 681.000 | 166,974 , 36,590 
39 425,763 | 283,842 | 706,000 | 172,675 | 37,896 
40 439,600 | 293.067 | 731,000 | 178,572 | 39,250 
41 453.887 | 302,591 | 756.000 | 184.669 40,652 


438.000 


466,000 


198,000 
204.000 
212,000 
218.000 
226.000 


110,637 
114,509 
118,517 
122,665 
126,958 
131,402 
136.601 


1,031,780 


1,104,000 


1,181,280 


1,264,080 


1,352,400 


1,447,160 


1,548,360 


1,656,920 


1,772,840 


1,897,040 


SO a 
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REDEMPTION OF PmiNciPAL— Continued 
(In dollars) 


Half year (8) (9) (11) | (14) (17) (26) (31) (32) 
42 468,633 | 312,422 av | 190,975 | 42,104 | 497,000 140,761 
43 483,869 | 322,579 | 809,000 | 197,496 | 43,608 - 145,687 
44 499,595 | 333,063 838,000 | 204.240 | 45,165 | 529,000 150,786 
45 515,832 | 343,888 | 367.000 | 211.214 | 46,778 — 156,064 
46 532,596 | 355,064 | 897.000 | 218,426 | 48,49 | 565,500 161,526 
47 549,906 | 366,604 | 929.000 | 225,885 | 50,179 = 167,179 
48 567,778 | 378,519 | 961,000 | 233,598 | 51,971 | 600,000 173,031 
49 586,230 | 390,820 | 995.000 | 241,574 | 53,827 — 179,087 
50 603,075 | 402,050 | 1,029,000 | 249,823 | 239,013 | 638,000 185,571 
51 
52 
53 
34 
55 
56 
57 
58 
59 
60 


Total .|15,084,856 


10,056,570 [25,000,000 | 6,106,075 |1,500.000 17,500,000 |5.000.000 |4.500,000 


(36) (40) 


83,598 | 2,022,620 
86.522 
89.550 
92,685 
95,929 
99,286 

102,762 

106,358 

110,081 

113,934 

117,922 

122,049 

126,321 

130,742 

135,318 

140,054 

144,956 

150,030 

155,281 


4.009.023 [23.000.000 
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Half year 
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REDEMPTION OF PRINcIPAL—Continued 


(In dollars} 


aU 


(42) 


71,732 
74,064 
76471 
78,956 
$1,422 
84,171 
86,907 
89,731 
92,618 
95.659 
98,768 
101,978 
105,292 
108,714 
112.247 
115,895 
119,662 
123,551 
127.566 


(51) 


41,100 
42,539 
44,027 
45,569 
47,163 
48,814 
50,523 
52,291 
54,121 
56,015 
57,975 
60,005 
62,104 
64,278 
66.528 
68,856 
71,266 
73.760 
76,342 


(54) 


95,870 

98,986 
102,203 
105,524 
108,954 
112,495 
116,151 
119,926 
123,824 
127,848 
132.003 | 
136,293 
140,722 
145.296 
150.018 


26,651 
27,584 
28.549 
29,548 
30,583 


37,080 
38,905 
40,169 
41,474 
42,822 
44214 
45,651 
47,135 
48,667 
50,248 
51,881 
53,568 
55,308 
57,106 
58,962 
60.878 
62,857 
64,900 
67,009 
69,187 
71435 
73,157 


61,467 
63 619 


98,388 
101,586 
104,888 
108,297 
111,817 
115,451 
119,203 
123,077 
127,077 
131,207 
135,471 
139,874 
144,420 
149,114 
153.960 
158.964 
161530 
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Half year 


23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 


Total. 


(41) 


240.000 


257,000 


274,500 


294,000 


314,500 


336,500 


360,000 


385,500 


412,000 


441,000 


5.000,000 


(42) 


131,712 


135,093 
140412 
144976 
149,688 
154,552 
159,575 
164,762 
170,116 
175,645 
181,354 
187,248 
193,333 
199,616 
206,104 
212,802 
219,719 
226,859 


5.000.000 


REDEMPTION «г PRiNCIPAL— Continued 


(In dollars) 
(51) i54) (53) 
79,014 | 151894 | 31,653 | 
$1.780 | 159,928 | 32.761 
$4,642 | 165.125 | 33.907 
87,604 | 170,492 | 35,094 
90,671 | 176.033 | 36,323 
93,844 | 181,754 | 37.594 
97.128 | 187,661 | 38910 
100,528 | 193,760 | 40,271 
104.047 | 200,057 | 41,681 
107,688 | 206,559 | 43,140 
111,457 | 213,272 | 44,650 
115,358 | 220.203 | 46,212 
119,395 | 227,360 | 47,830 
123,575 | 234,749 | 49,504 
127,899 | 242,379 | 51,237 
132,376 | 5,249,661 | 53,030 
137,009 54,886 
141,805 56,807 


(57) 


76,154 


78,629 
81.184 
83.823 
86,547 
89,360 
92,264 
95,263 
98,359 

101,555 

104,856 

108,264 

111,782 

115415 

119,166 

123,039 

127,038 

131,166 


(64) 


65,845 


68,150 
70,535 
73,004 
75,559 
78,204 
80,940 
83,774 
86,705 
89,740 
92,881 
96,132 
99,496 
102,979 
106,583 
110,313 
114,174 
118,170 


(65) 


109,464 


174.972 
180,659 
186,530 
192,592 
198,851 
205,314 
211,987 
218,877 
225,991 
233,336 
240,919 
248,749 
256,833 
265,180 
273,798 
282,696 
291,884 
301,370 
311,165 


(66) 


101,280 


104,560 
107,960 
111,480 
115,120 
118,840 
122,680 
126,680 
130.800 
135,080 
139,480 
144,000 
148,680 
153,480 
158,480 
163,640 
168,960 
174,440 


(69) 


37,815 


39,139 
40,508 
41,926 
43,394 
4,912 
46,484 
48,111 
49,795 
51,538 
53,342 
55,209 
57,141 
59,141 
61,211 
63,353 
65,571 
67,866 


3.019.096 |10.000.000 |1.255,573 |3.007,677 |2.515,913 [215.000 000} 1,000.000 [1,500,000 


“Including for 43d to 60th half year $321,278, $351,720, $342,501, $353,632, $365,125, $376,992, $389,244, $101,894, $114,955, 5428,441, $142,365, 
$456,742, $471,586, $486,913, $502,738, $519,077, $535,948, $553,367. 
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the Sinking Fund Agent to purchase bonds according to his 
instructions. The indenture securing the United Industrial 
Corporation 6 per cent bonds (30) provides in this respect: 


Moneys deposited with the Sinking Fund Agent . . . shall forth- 
with be applied by it to the purchase of Bonds at prices not exceed- 
ing the principal amount thereof and accrued interest to the date 
of purchase. Such purchase shall be made by the Sinking Fund 
Agent in the open market, by advertisements for tenders, or other- 
wise, in accordance with written or cable instructions of the Com- 
pany, and the Sinking Fund Agent shall be fully protected in acting 
upon such instructions as received by it or upon any such written 
or cable instructions received by it which purport to come from 
the Company and shall be in no way liable or responsible for any 


errors arising from the transmission thereof or otherwise. (Article 
1I, Section 2) 


The indenture securing the Stettin Public Utilities Company 
bonds (47) provides that the borrower may or may not give 
instructions to the Sinking Fund Agent: 


Such purchases shall be made by the Sinking Fund Agent in 
the open market, by advertisements for tenders or otherwise, in 
accordance with written or cable instructions of the Company or, 
in case the Company shall not give such instructions, in such manner 


as the Sinking Fund Agent in its discretion shall determine. 
(Article V, Section 3) 


In four cases (1, 40, 41, 67), the borrower may first take his 
chances of buying the bonds. If he does not succeed in pur- 
chasing a sufficient number at or below the redemption price, he 
pays the balance in cash to the Fiscal Agent (Trustee) who will 
then use this money to purchase bonds, if obtainable at the 
redemption price, and in so far as they are not so obtainable call 
bonds for redemption by lot. The agreement on the loan to 
the City of Leipzig (41) thus provides: 

In lieu of the deposit of cash, the City may surrender to the 

Fiscal Agents of the Loan, for cancellation, bonds of this issue, 

which shall be accepted by the Fiscal Agents of the Loan as the 


equivalent of cash at the principal amount thereof. Moneys 
deposited with the Fiscal Agents of the Loan under the provisions 
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of this Article Third shall forthwith be applied by them to the 
purchase in the open market or at private sale of bonds of this 
issue if and to the extent obtainable at prices not exceeding their 
principal amount and accrued interest. The amount of any 
accrucd interest paid upon any such purchase of bonds shall be 
repaid by the City to the Fiscal Agents of the Loan in reimburse- 
ment of the sinking fund account forthwith upon the receipt by 
the City from the Fiscal Agents of the Loan of a statement specify- 
ing the amount thercof. Any moneys not so applied and remaining 
in the sinking fund account on the twenty-fifth day of November, 
1927, and on the twenty-fifth day of November in each and every 
year thereafter to and including the twenty-fifth day of November, 
1945 (provided said moneys amount to $5,000 or more), shall be 
applied by the Fiscal Agents of the Loan to the redemption at the 
principal amount thereof on the next ensuing first day of February, 
beginning February first, 1928, of bonds of this issue then remaining 
outstanding to be drawn by lot, . . . (Third Article) 


In two cases (57, 69), the borrower may buy the bonds, but 
only from the Fiscal Agent. The indenture securing the Leipzig 
Overland Power Company bonds (57) thus provides: 


'The Companies may, at their option, deliver or cause to be de- 
livered to the Fiscal Agent, in lieu of the whole or any part of any 
sinking fund payment required to be made by the Companies which 
is applicable to the redemption of the Bonds under the provisions 
of this Article, outstanding Bonds purchased by the Companies 
from or through the Fiscal Agent . . . The Bonds so delivered 
in lieu of sinking fund payments may be purchased by the Com- 
panies directly from the Fiscal Agent or shall be purchased by the 
Fiscal Agent, at the request and for the account of the Companies, 
in such manner, at public or private sale or otherwise, as the Fiscal 
Agent may, in its discretion, determine. The Companies will 
make appropriate arrangements with the Fiscal Agent with respect 
to the purchase price to be paid for Bonds so purchased. The 
Bonds so delivered to the Fiscal Agent in lieu of sinking fund pay- 
ments shall be delivered at the same time as the semi-annual pay- 
ments under this Section are required to be paid and shall be 
received by the Fiscal Agent as the equivalent of cash at the 
principal amount thereof, irrespective of the market value thereof 
or the price paid therefor by the Companies. (Article IV, Section 1) 
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The Agreement on the Oberpfalz Electric Power Corporation 
loan (55) provides that as long as the bonds are not listed on the 
New York Stock Exchange, the Corporation may buy the 
bonds, but only from the Fiscal Agents; while if the bonds 
should be so listed, the Fiscal Agents should purchase the 
bonds. 


The Company may, at its option, deliver or cause to be delivered 
to the American Trustee, in lieu of the whole or any part of any 
sinking fund payment required to be made by the Company which 
is applicable to the redemption of the Bonds under the provisions 
of this Article, outstanding Bonds with all unmatured coupons 
(except the currently maturing coupon) attached, purchased by 
the Company. So long as the Company maintains Fiscal Agents 
in The City of New York such purchase shall be made from or 
through its Fiscal Agents in The City of New York as hereinafter 
provided. The Bonds so delivered in lieu of sinking fund pay- 
ments (a) shall be purchased by the Company directly from the 
Fiscal Agents, if the Bonds are not listed upon the New York Stock 
Exchange at the time of such purchase, or (b) if, at the time of 
such purchase, the Bonds are listed on the New York Stock Ex- 
change, shall be purchased by the Fiscal Agents at the request 
and for the account of the Company in such manner, at public or 
private sale or otherwise, as the Fiscal Agents may, in their dis- 
cretion, determine. The Company will make appropriate arrange- 
ments with the Fiscal Agents with respect to the purchase price 
to be paid for Bonds so purchased. (Article IV, Section 1) 


An exclusive purchase of bonds through the Fiscal Agent 
(Trustee, etc.) has on the other hand been provided for in the 
case of 12 loans (8, 9, 14, 15, 17, 23, 32, 42, 48, 52, 54, 68). 
The Fiscal Agent (Trustee) then, as a rule, has to use its own 
discretion in purchasing the bonds. The indenture securing 
the State of Bavaria Sinking Fund Bonds (54), for instance, 
provides: 

Any moneys which have been credited to the sinking fund shall be 
applied by the Trustee to the purchase of Sinking Fund Bonds, 
upon tender or in the open market or at private sale or upon any 


exchange or in any one or more of said ways, according as the 
Trustee in its uncontrolled discretion shall determine, at the best 
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prices at which they are, in the judgment of the Trustee, abtain- 
able; provided, however, that no Sinking Fund Bond shall be 
purchased at a price in excess of the principal amount thereof and 
accrued interest. (Article Third, Section 4) 


There are, however, some indentures which somewhat restrict 
this power of the Fiscal Agent (Trustee). The indenture secur- 
ing the bonds of the Catholic Church in Bavaria (42) says in 
this respect: 


The Trustee may purchase Bonds with sinking fund moneys 
either with or without advertising for written proposals to sell 
Bonds for that purpose, as it may in its uncontrolled discretion 
determine. ‘The ‘Trustee may so purchase Bonds at any time in 
the period hereinafter defined, and in case a part of any sinking 
fund instalment has been exhausted by purchase without advertise- 
ment, any notice published by the Trustee shall relate only to the 
balance of sinking fund moneys then available. In case the 
Trustee shall advertise for written proposals, it shall, to the extent 
of the funds then in its hands, purchase any Bonds offered in 
accordance therewith, at the lowest price asked therefor, and reason- 
able notice shall be given, by the Trustee, to the holder or holders 
of the Bonds whose proposals may be accepted, which notice shall 
state the date of delivery of the Bonds for purchase, on which 
date interest thereon shall cease. Should there be two or more 
proposals at the same price, aggregating more than the amount 
which the Trustee has available for the purchase of Bonds, after 
having accepted all proposals at lower prices, such proposals shall, 
if possible under their terms, be accepted pro rata, provided, how- 
ever, that the Trustee shall have the right, but not be obligated, 
to reject any or all proposals, in whole or in part, if it can at the 
time of opening said proposals purchase the requisite number of 
the Bonds, or any part thereof, at a lower price than at the price 
offered by said proposers. (Article VI, Section 2) 


A unique method has been worked out for the loans to the 
Saxon State Mortgage Institution (31, 66), the borrower being 
entitled to pay any sinking fund instalment up to 50 per cent 
in bonds, while the remainder has to be paid in cash and at 
least 50 per cent has to be used to call for redemption by lot. 


The indenture securing the second loan (66) thus says (Section 
18): 
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Sub-Section А. Any Sinking Fund Instalment may be paid, at 
the option of the Mortgage Institution, cither in cash or partly in 
cash and partly in Bonds (which Bonds shall be accepted by the 
Trustee at a value equivalent to the principal amount thereof); 
provided, that at least fifty per cent of each Sinking Fund Instal- 
ment shall be paid in cash, and the amount so paid shall be a 
multiple of $1000. At the option of the Mortgage Institution, 
any Sinking Fund Instalment may be paid, in whole or in part, 
either on the date upon which the same becomes due, as herein 
provided, or at any time prior to such date. 

Sub-Section B. Any moneys which may at any time be paid 
over by the Co-Trustce to the Trustee for account of the Sinking 
Fund . . . shall be accepted in payment, pro tanto, of the Sinking 
Fund Instalment or Instalments to become duc hereunder next 
subsequently to the date of such payment; provided, that in no 
event shall the aggregate amount credited to any one Sinking 
Fund Instalment be in excess of the sum hercinbefore provided 
to be paid on account of such Instalment, it being the intention 
that the rate of retirement of Bonds through the operation of the 
Sinking Fund shall never be accelerated. 

Sub-Section C. In case at any time the Mortgage Institution 
shall pay to the 'l'rustec, in cash, more than fifty per cent of any 
Sinking Fund Instalment, and such payment shall be made prior 
to the date on which such Sinking Fund Instalment is due, the 
Trustee shall apply so much of the said cash as shall exceed the 
amount required by the provisions of Sub-Section A of this Section 
18 to be paid in cash to the purchase of Bonds in the open market, 
if obtainable with reasonable diligence prior to the date on which 
such Sinking Fund Instalment was due at prices not excceding 
100 per cent of the principal thereof and accrued interest; provided, 
that no part of such cash shall be applied by the Trustee to the 
payment of the accrued interest or any brokerage charges on the 
Bonds so purchased, the Mortgage Institution covenanting to pay 
to the Trustee, upon demand, out of other funds, the amount of 
such interest and brokerage charges. 

Sub-Section D. The cash paid to the Trustee on account of any 
Sinking Fund Instalment (other than the final Instalment, due 
October 20, 1946) and not applied to the purchase of Bonds prior 
to the date on which such Sinking Fund Instalment became due, 
as herein provided, shall be applied by the Trustee to the redemption 
of Bonds in the following manner: 


Within eight days after the date on which any such Sinking 
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Fund Instalment became due, the Trustee shall select by lot, in 
any manner deemed by the Trustee to be fair, for redemption on 
the next subsequent interest date, such number of Bonds as, 
when added to any Bonds which may have been delivered in part 
payment of such Sinking Fund Instalment or which may have 
been purchased by the Trustce pursuant to the provisions of Sub- 
Section C of this Section 18, shall equal, in aggregate principal 
amount, the tota! amount hereinbefore required to be paid on 
account of such Sinking l'und Instalment, and shall thereupon 
cause notice of redemption of the Bonds so selected, to be given 
. . . Any balance of cash in the Sinking Fund, not required for 
the redemption of such Bonds, shall be credited to the next 
subsequent Sinking Fund Instalment to become due hereunder. 


The cash paid to the Trustee on account of the final Sinking Fund 
Instalment, due October 20, 1946, shall be applied by the Trustee 
to the payment of Bonds at maturity. 


Redemption through call. The call of bonds for redemption by 
lot, as a rule, is made by the Fiscal Agent (Trustee, etc.), 
and only in a few cases (7, 14, 30) by the borrower or, at his 
request, by the Sinking Fund Agent (30). Such call involves 
great expenses for advertisements, etc., and is therefore not 
resorted to if the balance left in the sinking fund after the 
purchase of bonds is only slight. Some agreements contain 
special provisions as to the minimum amount of bonds to be 
called. It is fixed at either $3,000 (55, 57, 69), or $5,000 (17, 
40, 41, 67, 68), or $10,000 (42, 44, 52, 54), or $20,000 (11, 28). 

The Trust Agreement on the 614 per cent loan to the General 
Electric Company (28) thus provides: 


All sums of cash at any time deposited in the Sinking Fund shall 
be applied to the redemption of Bonds in the following manner: 

If, forty days prior to any interest date, there shall be on 
deposit with the Trustee for account of the Sinking Fund a sum in 
cash sufficient to redeem, at the redemption price thereof pay- 
able on such interest date, Bonds of an aggregate principal 
amount of $20,000, or more, the Trustee shall select by lot, in any 
manner deemed by the Trustee to be fair, for redemption on such 
interest date, a sufficient number of Bonds to absorb the said 
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cash, and shall thereupon cause notice of redemption of the 
Bonds so selected to be given . . . (Section 28) 


Redemption price. Redemption, as a rule, is to be made at 
par. A premium is provided for seven only (1, 2, 14, 17, 23, 28, 
44) of the 38 loans where compulsory redemption takes place 
through call or through purchase. This premium is uniform 
(5, 3, 214, or 2 per cent) in the case of six loans, while it declines 
after a certain period (from 214 per cent to 0) with one loan 
(No. 28) according to the same scale as for premature redemp- 
tion (see table, page 165). 

Effect of premature upon compulsory amortisation. Premature 
redemption generally does not affect compulsory redemption. 
There are only a few exceptions (11, 31, 36, 40. 43, 51, 64, 66) 
to this rule. The indenture securing the $25,000,000 German 
Central Bank for Agriculture 25-year bonds (11) requests the 
semi-annual payment of a definite sum as a sinking fund for the 
first ten years (for this period premature redemption is excluded) 
and provides that for the subsequent 15 years the sums semi- 
annually paid for account of the sinking fund shall in each case 
be calculated on a “basic sum” determined by deducting from 
$25,000,000 the total aggregate principal amount of all Bonds 
which may have been prematurely redeemed. 

The Zentralbank will pay over to the Trustee, for account of the 


Sinking Fund, on the following dates, the following sums, respec- 
tively, to and including August 1, 1935: 


Dates Sums Paid Over 
On February 1, 1926 $191,000 
On August 1, 1926 197,000 
On February 1, 1927 205,000 
{etc.] 
On February 1, 1935 354,000 
On August 1,1935 367,000 


After August 1, 1935, the sums paid to the Trustee for account 
of the Sinking Fund shall in each case be calculated on a sum (here- 
i iafter referred to as “basic sum") determined by deducting from 
‘Twenty-Five Million Dollars the total aggregate principal amount 
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of all Bonds which may have been retired, otherwise than through 
the operation of the Sinking Fund, prior to the date on which the 
particular Sinking Fund instalment becomes due. Each such 
payment shall be of a sum equivalent to that multiple of $1000 
which shall be next higher than the percentage of the basic sum 
hereinbelow sct opposite the date on which such payment becomes 
due, unless such percentage be an even multiple of $1000, in which 
case the exact percentage shall be paid. The said payments shall 
become due as follows: 


Dates Per Cent of Basic Sum 
February 1, 1936 1.520% 
August 1, 1936 1.576% 
February 1, 1937 1.628% 

[etc.] 

August 1, 1949 3.844% 
February 1, 1950 3.980% 


(Section 18, Sub-Sections A, B). 


The other indentures contain similar provisions; that securing 
the bonds of the German Savings Banks and Clearing Association 
(40) says: 


The Giroverband covenants and agrees that it will, so long as 
any of the Bonds remain outstanding, pay to Harris Forbes & Co., 
of New York City, or its successor as Sinking Fund Agent, as a 
Sinking Fund for the retirement of Bonds, on the 15th day of 
November in cach ycar, beginning with November 15, 1927, and to 
and including November 15, 1946, in gold coin of the United States 
of America of the standard of weight and fineness existing February 
1, 1926, with respect to each $1,000 principal amount of Bonds 
theretofore issued hereunder, the following respective amounts, viz: 


On November 15,1927 . . . . . . $24.40 
On November 15, 1928 . . . . . . $26.10 
On November 15,1929 . . . . . . $27.94 
[etc.] 
Total . . . . . . . . . $1,000.00; 


together in each such case with six months' interest on the Sinking 
Fund instalment, at the rate of seven per cent per annum. 
Provided, however, that in the cvent of the redemption or retire- 
ment of any Bonds at any time other than through operation of 
the Sinking Fund in accordance with the provisions of this Article 
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1V, the annual Sinking Fund payments which the Giroverband 
would otherwise be required to make thereafter, in accordance 
with the schedule above set forth in this Section 1, shall be reduced 
to such extent that (a) the aggregate amount of cach such annual 
payment plus an amount equal to seven per cent. of the principal 
amount of all Bonds from time to time outstanding shall be the 
same each year thereafter and (b) such payments shall be sufficient 
to provide for the retirement of all Bonds remaining outstanding 
hereunder, in successiveiy increasing annual instalments, by Febru- 
ату 1, 1947; and provided further, that in the event of any such 
redemption or retirement of Bonds otherwise than through орега- 
tion of the Sinking Fund, the foregoing provision for reduction of 
Sinking Fund payments shall not become effective unless the 
Giroverband shall first have submitted to the Trustee, the Co- 
"Trustee and the Sinking Fund Agent a schedule setting forth such 
reduced payments to be thereafter made by it and such schedule 
shall have been accepted by the Trustee, the Co-Trustee and the 
Sinking Fund Agent as conforming to the foregoing provision for 
reduction of Sinking Fund payments. (Article IV, Section 1) 


Use of balance. И the borrower himself succeeds in purchas- 
ing the required number of bonds and then does not have to pay 
any cash as a sinking fund, or if the Fiscal Agent (Trustee, etc.) 
does not purchase any bonds below the maximum price but 
either buys them at the maximum price or calls them for redemp- 
tion, there does not remain any balance in the sinking fund. 
But in all other cases there remains an unexpended balance, 
which must be disposed of in some way. The methods of dis- 
posing of this balance again vary greatly: 

(a) The unexpended balance may revert to the borrower. 


This method is for instance applied to the Electric Power Cor- 
poration bonds (7). 


Any surplus remaining on deposit with the Sinking Fund Agent 
after the purchase or redemption or provision for redemption of 
bonds . . . sufficient to complete the current Sinking Fund require- 
ment, shall be forthwith paid over by the Sinking Fund Agent to 
the Company. (Indenture, Article VI, Section 2) 


(b) The unexpended balance may be credited to the borrower. 
The indenture securing the first Saxon State Mortgage Institu- 
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tion loan (31) thus provides, that “any balance of cash in the 
Sinking Fund, not required for the redemption of such Bonds, 
shall be credited to the next subsequent Sinking Fund Instal- 
ment . . .!° it being the intention that the rate of retirement of 
Bonds through the operation of the Sinking Fund shall never be 
accelerated,"!! The indenture securing the loan to the Miag 
Mill Machinery Company (48) contains a similar provision." 

(c) The unespended balance may be applied by the Fiscal 
Agent upon the request of the Corporation to the purchase of 
additional bonds, or be held by the Fiscal Agent as a general 
deposit for the security of all the outstanding bonds. This is 
true in the case of the Good Hope Steel and Iron Works loan (23). 

(d) The unexpended balance plus the savings of the borrower 
through his own purchases is in any case to be used for purchas- 
ing or calling more bonds before maturity. This method has for in- 
stance been applied to the Reparation Loan, the German govern- 
ment being "entitled to require that the whole or any portion 
of the moneys in the hands or under the control of the Trustees 
. . . be applied . . . in or towards the purchase of Bonds."''? 

The Reich has, then, only the option between having the un- 
expended balance plus its savings used for purchasing bonds, and 
having it used for calling more bonds. It has, of course, no in- 
terest in having the bonds called if they can be purchased at a 
lower price than the call price, but it has in fact no more interest 
in having them bought at a lower price, since the total reparation 
annuity remains the same whatever amount may be needed for the 
service of the loan. During the first two years of the new Re- 
paration Plan the paying agents used the balance for purchasing 
more bonds, and since the price of the bonds, especially in the 
first year, was very low, the paying agents were able to buy con- 
siderably more than $4,400,000 principal amount. In the year 


Y Indenture, Section 18, Sub-Section D. 

и Indenture, Section 18, Sub-Section B. 

12 Indenture, Article V, Section 3. 

12 See the text of the “General Bond" quoted on pages 219-22. 
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ending October 15, 1925, not Jess than $4,825,800 were redeemed 
by purchase for $4,627,173.20," and in the year ending October 
15, 1926, $4,478,900 at a cost of $4,628,956.55.% The nominal 
capital of bonds outstanding thus decreased in those two years 
by $9,304,700 instead of $8,800,000, so that the interest charge 
for the third year is only $7,048,671 instead of $7,084,000. 
This involves no advantage to the Reich nor to the bondholders. 
The General Agent for Reparation Payments in his Report of 
November 30, 1925, said: “This saving accrues to the benefit 
of the Annuity, and indirectly, therefore, to the benefit of the 
creditor Powers.” But it is hard to see how it should really 
benefit the creditor Powers since they receive in any case the 
total reparation annuity minus the expenses for the debt service. 
If the saving was not expended for redeeming more bonds it 
would actually benefit the creditor Powers, but since it is so spent 
the only, quite unessential benefit of the creditor Powers con- 
sists in the fact that the interest charge will be slightly reduced 
(in the third year, for example, by $35,329 on the American 
tranche and on the other tranches practically not at all), and that 
the debt service in the twenty-fifth year will probably be con- 
siderably reduced. 

The same method is applied to a number of other loans (8, 9, 
14, 15, 17, 32, 36, 42), but there the borrower has, of course, the 
advantage of having thus his future burden reduced. 


Procedure. The procedure connected with compulsory amor- 
tization, when redemption takes place by purchase or by call, 
is about as follows: 

1. The borrower pays in cash to the Fiscal Agent (Trustee, 
Sinking Fund Agent, etc.) the principal amount of the bonds 
to be redeemed plus accrued interest thereon to the date of 
redemption, plus the premium if any; or he purchases bonds, 

M See Report of the Agent General for Reparation Payments, November 
30, 1925, p. 117. 


15 See Report of the Agent General for Reparation Payments, November 
30, 1926, p. 127. 
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delivers them to the Fiscal Agent, etc., and pays the balance, 
if any, in cash. Such cash deposits are then, as a rule, used 
by the Fiscal Agent, etc., for the purchase of bonds if obtainable 
at or below the redemption price. 

Cash payments are to be made by the borrower at least: 


8 days before the redemption date (23°, 53) or 


14 (2, 19) or 
15 “ “ “ ae “ (15, 62) ог 
25 “ “ “ “ “ (32) ог 
30 “ “ “ “ “ (6, 36) ог 
40 “ “ “ m “ (57) ог 
Qo» «ж = “ (17,31, 66) or 
Ту months 0404004 “ (11, 28, 44, 51, 64, 69) or 
60 days К % x “ (55) or 
24%month "  * 44 “ (30, 40, 47, 67) ог 
3 “ “ “ “ “ (15,37, 52) or 
4 “ “ “ “ " (26, 41) or 
5 « “ “ “ “ (Mor 
& В ж @ “ (42, 48, 68) or 
6 months 17 days before the redemption date (54) or 
6 months 4 weeks “ ne * (14) or 
61% ог 1215 months “ 4t * “ (84,94). 


“See also the (ехе of the Indenture, pages 222-24. 

*See also the text of the “General Dond,” page 221. 

eSemi-annual payments are to be made September 15, 1925 and March 15, 1926, redemp- 
tion takes place October 1, 1926, etc. 

4Semi-annual payments are to be made September 1, 1925 and March 1, 1926, redemp- 
tion takes place September 15, 1926, etc. 

In one case (6) the Company has, 45 days prior to each 
interest date, to “notify the Trustee of the amount of cash 
which will be paid into the Sinking Fund." In two other cases 
the Company has to advise the Fiscal Agent at least 45 days 
(36) or 50 days (19) in advance of the principal amounts of 
bonds to be delivered. The dates themselves for such delivery 
are almost always the same as for the payment of cash. The 
only exceptions to this rule are: The Krupp Company (2) may 
make the payments for the redemption due December 15, “on 
or before December 1," but must tender the notes "prior to 
November 15"; the Mannheim and Palatinate Electric Com- 
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panies (53) and the Unterelbe Power & Light Company (62) must 
deliver the bonds “оп or before the fiftieth day prior to the day 
upon which any such Sinking Fund payment shall become due.” 

Purchase of bonds through the Fiscal Agent (Trustee, etc.) 
takes place within the following time limits before the redemp- 
tion date: 

It starts 25 days before and continues for 5 days (32); 
It starts 42 days before and ends on the redemption date (17, 

31, 66); 

It starts 2% months before and continues for 10 days (30, 67) 

or 25 days (40) or 26 days (47); 

It starts 3 months before and continues for 24 days (37) or 45 

days (52) or 50 days (15); 

It starts 3 months and 8 days before and ends 1 month and 15 

days before the redemption date (23). 

It starts 4 months before and continues for 8 weeks (26, 41); 
It starts 5 months before and continues for 21% manths (7); 
It starts 6 months before and continues for 3 months (14) or 4 

months (42) or 414 months (48, 54, 68); 

It starts 6 or 12 months before and ends 2 months before the 

redemption date (89, 98). 

«It starts on October 1, and April 1, and ends on August 1. 

AIt starts on September 15, and March 15, and ends on July 15. 

2. Incase part only of the required number of bonds have been 
redeemed by purchase, the Fiscal Agent (Trustee, etc.), if there 
is a sufficient balance in the sinking fund, selects by lot the par- 
ticular bonds to be redeemed by call. He makes this selection 
at least: 


15 days before the redemption date (1) or 
“ “ “ “ “ 


20 (32) ог 
250“ “ “ “ “ (2) or 
30 i E 5 D. “ (23, 42, 51, 54, 64) or 
32 “ч “u u T “ (31, 53, 62) or 
380“ “ “ “ “ (57, 66, 69) or 
390“ и ш m “ (44) or 
40 “ “ с“ “ “ (11,15,19,28,36,48,55) or 
420“ “ “ “ “ (47) or 
114 months “ se Ж “ (6,8,9, 52, 68) or 
53 = “ m m “ (40) or 


60 а “ “ “ “ (67) ог 
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2 months 6 days before the redemption date (37, 41) ог 
2 months 16 days “ s у “ (7, 14) or 
6 months Mg. UH 2 “ (17). 


3. The borrower or the Fiscal Agent (Trustee, etc.) pub- 
lishes, as in the case of premature redemption, the numbers 
of the bonds designated for redemption in one or more New 
York daily papers," the first publication being due, as a rule, 
at least 30 days before the redemption date." Publication, 
however, does not have to be made quite as often as in the case of 
redemption before maturity, it sometimes being agreed that one 
notice in one paper will be considered sufficient. 

4. The holders of the bonds called for redemption surrender 
them on the redemption date with appertaining coupons and 
are paid the redemption price. 

5. The Fiscal Agent (Trustee, etc.) cancels all bonds delivered 
by the borrower and all bonds redeemed upon call and paid 
together with all interest coupons maturing subsequently to 
the redemption date. 

A few examples may illustrate the agreements referring to a 
sinking fund partly applied to the purchase and partly to the 
call of bonds. 

The General Bond of the Reparation Loan (1) which requires 
monthly payments by the Reich says: 


(6) The whole of the Loan shall be redeemed by not later than 
the fifteenth day of October one thousand nine hundred and forty- 
nine. Provision for the redemption of the Bonds issued and pay- 
able in United States of America Dollars shall be made by means 
of twenty-five equal annual payments each such payment to be 


18 Nos. 40, 47, 53, 62: New York, Chicago; No. 41: New York, Amsterdam, 
Switzerland. 

п No. 32: at least 14 days; No. 2: 20 to 30 days; Nos. 6, 11, 19, 28, 31, 36, 
42, 44, 52, 54, 66: at least 30 days; Nos. 15, 53, 62, 69: 30 to 35 days; Nos. 
48, 51, 55, 57, 64, 68: 30 to 40 days; No. 8: 30 to 45 days; No. 9: 37 days; 
Nos. 40, 47: 42 to 50 days; No. 41: 42 to 63 days; No. 14: 42 to 71 days; 
No. 67: 60 to 90 days; No. 17: 90 to 100 days. 
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sufficient to provide for redemption at one hundred and five of one 
twenty-fifth part of the nominal amount of the Bonds originally 
issued . . . 

(ii) For the purposes of this clause the period of the Loan shall 
be deemed to be divided into financial years expiring on the 
fifteenth day of October in each calendar year the first financial 
year in respect of each particular issue being the year ending the 
fifteenth day of October one thousand nine hundred and twenty- 
five and the last financial year in respect of any particular issue 
being the financial year expiring on the fifteenth day of October 
one thousand nine hundred and forty-nine. 

(iii) For cach particular issue and in each financial year each 
annual payment shall be applied by or under the direction of the 
Trustees in or for the redemption of the relative Bonds at the 
price therein provided such Bonds so to be redeemed being 
selected by drawings subject however as hereinafter mentioned 
in sub-clause (vi). 

(iv) The drawings shall be made in respect of any year in 
which drawings are necessary not earlier than the month of 
August and not later than the month of September and in such 
manner and by and in the presence of such person or persons 
and at such time and subject to such regulations as the ‘Trus- 
tees shall deem expedient. 

(v) Forthwith after any such drawing shall have been effected 
the Trustees shall take or cause to be taken such steps as they 
shall deem convenient by advertisement in newspapers or other- 
wise for notifying the Bondholders whose Bonds shall have been 
drawn for redemption and for naming a time and place and 
generally for providing for the presentation for payment and 
cancellation of such Bonds complete with unmatured interest 
coupons against payment of the principal moneys thereby 
secured. The Trustees may also where necessary publish in 
each or any year a list of the numbers of the Bonds drawn in 
preceding years which shall not have been presented for payment. 
No drawn Bond shall continue to carry interest after the due 
date for payment of the principal moneys. All drawn Bonds 
shall be due for repayment of principal on the fifteenth day of 
October immediately following the date of drawing. The 
Bonds presented for payment must have attached thereto all 
unmatured coupons and in the event of one or more of such 

coupons being absent the amount of the same will be deducted 
from the sum payable to the Bondholder. 
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(vi) Provided that the German Government shall in respect of 
each particular issue and having regard to the provisions of the 
Bonds thereof be entitled to purchase such Bonds at less than the 
price at which according to the provisions of the Bonds so pur- 
chased the same can be redeemed by drawings. And to the 
extent that the German Government proves to the satisfaction of 
the Trustees such purchases the amount applicable for the re- 
demption of the Bonds of any particular issue shall be reduced by 
the actual purchase price (exclusive of accrued interest) paid by 
the German Government for the purchase of Bonds of such par- 
ticular issue and any necessary adjustments shall be made accord- 
ingly. And the German Government shall provided and whilst 
there shall be no existing default by such Government in any of its 
obligations under these presents be entitled to require that the 
whole or any portion of the moneys in the hands or under the 
control of the Trustees and applicable in accordance with the 
provisions of these presents and the provisions of the Bonds of 
any particular issue to the redemption of such Bonds be applied 
in manner aforesaid in or towards the purchase of Bonds of 
such particular issue and the Trustees may accordingly purchase 
such Bonds or cause or allow the same to be purchased and the 
‘Trustees shall make all adjustments necessary to give effect to 
the foregoing provision. 

(vii) All Bonds drawn or purchased for redemption under the 
preceding provisions shall be cancelled in manner required by 
the Trustees and lodged with them or dealt with as they may 
direct and shall not under any circumstances be reissued 
nor shall any other obligations be issued in substitution 
therefor. 

(viii) In carrying out the provisions of this clause it is the 
intention that the Trustees shall have regard to the powers 
and duties imposed upon the German Debt Administration by 
the laws of Germany so far as the same are applicable 
thereto. 

(7) In order to ensure no interruption taking place in the service 
of the interest on and the redemption of the Bonds of each par- 
ticular issue the German Government fifteen days prior to the due 
date for the payment of any instalment of interest and fifteen 
days prior to the due date on which any annual sum is payable in 
accordance with the provisions of Clause 6 hereof shall set aside and 
pay to the Trustees or as they shall direct the funds respectively 
necessary for the service of such interest and redemption. 
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(8) With a view to carrying into effect the foregoing provisions 
there shall be paid to the Trustees or as they may direct on the 
fifteenth of each calendar month of cach financial year such a sum 
as shall be the equivalent of at least one-twelfth of the amount 
required to meet the service of the interest on and the redemption 
of the Loan for one year having regard to the foregoing provisions 
of these presents and the provisions of the Bonds of cach particular 
issue — including in such service all charges, commissions and 
other payments to be made by the German Government in co :- 
nection with the Loan for such year . . . 


The indenture securing the bonds of the Good Hope Steel and 
Iron Works (23), which demands quarterly payments, says: 


ARTICLE FOUR. SINKING FUND. 


Section 1. The Corporation covenants that it will create a 
sinking fund of an amount calculated to be sufficient to redeem 
all the Bonds at or before their maturity at 105% of their principal 
amount and to pay interest accrued thercon as well as all charges 
and expenses of redemption and cancellation. 

Section 2. The Corporation will make payments to the Fiscal 
Agent W. A. Harriman & Company, Incorporated, eight days 
prior in each case to the fiftcenth days of January, April, July and 
October in each vear during the life of the Bonds, commencing 
with the payment for January 15, 1926. These payments shall be 
applied as far as possible by the Fiscal Agents to the purchase of 
Bonds in the open market, or at public or private sale in the sole 
discretion of the Fiscal Agents. Each payment for account of the 
sinking fund, together in certain cases with any other sinking fund 
moneys on deposit with the Fiscal Agents, shall be of an amount 
suflicient to retire 114% of the total amount of the Bonds issued at 
105% of their principal amount and accrued interest and to cover 
all charges and expenses in connection with such redemption (or, if, 
after the issuance of the initial $7,500,000, any additional Bonds 
are issued the Sinking Fund shall be increased proportionately to 
assure that in any case all Bonds issued under this Indenture shall 
be ratably retired through the Sinking Fund at or before maturity) 
as follows: 

(1) The first payment by the Corporation for account of the 

sinking fund falling due eight days prior to January 15, 1926, 

shall be $14,000 for each $1,000,000 or part thereof of the Bonds 
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issued (or, if, after the issuance of the initial $7,500,000, any 
additional Bonds are issued the Sinking Fund shall be increased 
proportionately to assure that in any case all Bonds issued under 
this Indenture shall be ratably retired through the Sinking Fund 
at or before maturity) and the Fiscal Agents shall prior to March 
1, 1926, apply such payment if possible to the purchase of 114% 
of the total amount of the Bonds issued and to the accrued interest 
thereon and to the expenses and charges incidental to such pur- 
chases; or if such purchases cannot be wholly effected prior to 
March 1, 1926, at or below 105% and accrued interest, then 
within 15 days thereafter Bonds shall be drawn by lot for re- 
demption by the Fiscal Agents on April 15, 1926, at 105% and 
accrued interest in sufficient number to make the total number 
of Bonds redeemed by this first instalment of the sinking fund 
equal to 1145; of the total amount of the Bonds issued. 

(2) If after purchasing or calling Bonds as provided in Para- 
graph 1 any moneys for account of the sinking fund shall remain 
in the hands of the Fiscal Agents, they will notify the Corpora- 
tion before the next sinking fund payment falls due of the sum 
required to restore the balance in their hands to the amount 
of the first payment and the Corporation will pay the sum 
notified as the next instalment of the sinking fund on the date 
when this next instalment falls due. 

(3) The Fiscal Agents shall if possible during the three months 
commencing eight days after its receipt apply such next instal- 
ment together with any sinking fund moneys remaining in their 
hands to the purchase of 11497 of the total amount of the Bonds 
issued and to the payment of the accrued interest thereon and 
to the expenses and charges incidental to such purchases. 

(4) 1f the Fiscal Agents shall find it impossible to effect in 
full the purchases contemplated in Paragraph 3, the following 
payment for account of the sinking fund shall be $14,000 for 
each $1,000,000 or part thereof of the Bonds issued; otherwise 
it shall be a sum to be notified by the Fiscal Agents as provided 
in Paragraph 2. 

(5) If, under the first case stated in Paragraph 4, it is further 
found impossible to purchase at or below 10595 and accrued 
interest Bonds aggregating 214% of the total amount of Bonds 
issued by use of the two sinking fund instalments then available 
prior to the next succeeding March 1 or September 1 whichever 
may occur first, then within 15 days after that date Bonds shall 
be drawn by lot for redemption by the Fiscal Agents on the next 
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interest date at 10597, and accrued interest in sufficient number 
to make the total number of Bonds redeemed by these instalments 
of the sinking fund equal to 214% of the total amount of the 
Bonds issued. 

(6) The procedure set forth in Paragraphs 2, 3, 4 and 5 of 
this Section is to be repeated during each period of six months 
as long as any of the Bonds remain outstanding. 

(7) The final instalment of the sinking fund due eight days 
prior to October 15, 1945, shall be used to repay Bonds at their 


maturity at 105% of their principal amount and accrued in- 
terest... 


Section 3. If at any time after purchasing or calling the required 
number of Bonds as set forth above there shall remain in the hands 
of the Fiscal Agents any sinking fund moneys, the Fiscal Agents 
will upon request of the Corporation apply this money to the pur- 
chase of additional Bonds for account of the sinking fund. 

Section 4. Until the purchase of Bonds for retirement as afore- 
said, all moneys paid by the Corporation for account of the sinking 
fund shall be held by the Fiscal Agents as a general deposit for the 
security of all the outstanding Bonds. 

Section 5. Neither the Corporation, the Trustee, said W. A. 
Harriman & Co., Incorporated, nor Lee, Higginson & Company, 
nor any depositary shall be liable to the holder or registered owner 
of any Bond or the holder of any coupon for interest on moneys 
received for account of the sinking fund. 

Section 6. All Bonds purchased pursuant to the provisions of 
this Article Four shall be held for the account of the sinking fund 
until the first interest date following their acquisition and the 
interest then due shall be collected by the Fiscal Agents and 
credited to the account of the sinking fund. Such purchased 
Bonds and any Bonds called for payment on such interest date 
together with all their unpaid coupons shall be cancelled by the 
Fiscal Agents and delivered to the Trustee and by it destroyed and 
cremated and a certificate of the incineration and destruction 


thercof, stating the serial numbers and amounts, shall be delivered 
to the Corporation. 


The agreement on the City of Cologne loan (9), which 
demands semi-annual payments, says: 


The City agrees to provide a sinking fund sufficient to redeem 
the whole issue of said bonds by the fifteenth day of March, 1950, 
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in the manner following: — The City will, on the first day of 
September, 1925, and semi-annually on the first day of March 
and the first day of September in each year thereafter, until and 
including the first day of March, 1950, pay in equal parts to Blair 
& Co. and The Chase National Bank of the City of New York, as 
Fiscal Agents of the Loan, at their offices in the City of New York 
the sum of $414,750 in United States Gold Coin of or equal to the 
standard of weight and fineness existing on March 15, 1925. From 
each such semi-annual sum the Fiscal Agents shall set aside an 
amount equal to the interest falling due on the next ensuing interest 
payment date on all the bonds outstanding on such interest pay- 
ment date and shall apply said amount to the payment of such 
interest. ‘The balance of each such semi-annual sum shall on 
such interest payment date be credited to the City in а sinking 
fund account to be applied by the Fiscal Agents to the purchase 
in the open market or at private sale of bonds of said issue at not 
exceeding the par thereof and accrued interest. 

Any moneys remaining in the sinking fund account not so applied 
to the purchase of bonds as above provided prior to July fifteenth 
of each year after the year 1925 shall be applied by the Fiscal 
Agents to the redemption at par on the next ensuing fifteenth day 
of September, beginning September 15, 1926, of bonds of said 
issue to be drawn by lot, which drawings shall be made by the 
Fiscal Agents in any usual manner in their discretion at either of 
their oflices in the City of New York between the fifteenth day of 
July and the first day of August in each year beginning with July, 
1926, and the City shall be entitled to have a representative 
present at the drawings . . . 

Any moneys remaining in the sinking fund account on the 
fifteenth day of March, 1950, shall be applied on that date to the 
payment of bonds of said issue at par and accrued interest thereon. 
(Article Third) 

This agreement is a striking example showing the enormous 
period which in the case of some loans elapses between the 
payments of the borrower to the Fiscal Agents and the pay- 
ments of the Fiscal Agents to the bondholders. The dates are 
similar in the case of the City of Berlin loan (8). 

The Trust Agreement securing the bonds of the Consolidated 
Hydro-Electric Works of Upper Wurttemberg (36) gives perhaps 
the most complete description of the procedure: 
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ARTICLE 1У. INTEREST AND SINKING FUND. 


Section 1. As a trust fund for the payment of interest on the 
Bonds and a cumulative sinking fund for the retirement of the 
Bonds, the Company, so long as any of the Bonds are outstanding, 
at least thirty days before January 15 and July 15 in cach year 
beginning July 15, 1926, will pay to its Fiscal Agent in The City 
of New York the sum of Two hundred thousand five hundred 
Gold Dollars of the United States of America ($200,500). 

The Company may, at its option, deliver to its Fiscal Agent in 
The City of New York outstanding Bonds of this issue with all 
unmatured coupons attached, purchased by it in the open market, 
in lieu of the whole or any part of any sinking fund payment re- 
quired to be made by the Company for the redemplion of Bonds 
under the provisions of this Article, but in no event shall the 
Company have the right to deliver such Bonds in lieu of the whole 
or any part of any payment required to be made by the Company 
to be applied to interest maturing on the Bonds. Тһе Bonds so 
delivered in lieu of sinking fund payments shall be received by the 
Fiscal Agent in the City of New York as the equivalent of cash at 
100% of the principal amount thereof, irrespective of the market 
value thereof or the price paid therefor by the Company. The 
Company will advise the Fiscal Agent in The City of New York 
by letter or cable at least forty-five days in advance of the prin- 
cipal amount of Bonds and the serial numbers thereof proposed 
to be delivered by the Company in lieu of sinking fund pay- 
ments on the next interest payment date. 

Section 2. Out of such trust fund, the Fiscal Agent in The City 
of New Vork shall first set aside the amount necessary to pay the 
interest due on the outstanding Bonds on the next interest pay- 
ment date. The Fiscal Agent in The City of New York shall then 
to the extent of any balance in cash remaining in such fund apply 
the amount thereof as a sinking fund to the redemption of Bonds 
on the nest interest payment date at the redemption price of 100% 
of the principal amount thereof and accrued interest as hereinafter 
in this Article provided. 

As from time to time the Company shall redeem Bonds pursuant 
to the provisions of Article III hereof,’ . . . the amount which it 
shall be required to pay semi-annually to the Fiscal Agent in The 
City of New York as hereinabove provided, shall be reduced there- 
after by an amount equal to 4.008862% of the total principal 


18 Optional redemption. 
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amount of the Bonds which have been so redeemed or cancelled 
by it theretofore; but such reduction shall only take place with 
respect to the sinking fund payment due at the interest payment 
date following the interest payment date then next ensuing. . . . 
Section 3. At least forty days prior to each interest payment date, 
beginning July 15, 1926, the Trustee shall, out of the numbers of 
the then outstanding Bonds, and by such method as it in its sole 
discretion shall deem equitable as between Bonds of various 
denominations, determine by lot, the serial numbers of a suflicient 
amount of Bonds, which in the aggregate principal amount thereof 
will be equal to the entire amount of cash to be available as above 
provided in the sinking fund for the redemption of Bonds on the 
next interest payment date, of which amount the Trustee shall be 
advised by the Fiscal Agent in the City of New York, and the 
Trustee shall thereupon advise the Fiscal Agent in the City of New 
York of the numbers so drawn. The Company and/or its Fiscal 
Agent in the City of New York, shall then give public notice by 
advertisement once (the publication to be not less than thirty 
days prior to the next interest payment date) in at least one daily 
newspaper of general circulation printed in the English language 
and published in the Borough of Manhattan, the City of New 
York, specifying the serial numbers of the Bonds to be redeemed 
and stating that interest on the Bonds in such notice designated for 
redemption shall cease on the specified redemption date (which 
shall be the next interest payment date) and requiring the desig- 
nated Bonds and all coupons appertaining thereto maturing on and 
after said date to be presented in negotiable form on said date for 
payment and redemption at the office of the Fiscal Agent of the 
Company in The City of New York. A similar notice shall forth- 
with be mailed in The City of New York by the Company and/or 
the Fiscal Agent in The City of New York, postage prepaid, at 
least twenty-five days prior to said specified redemption date to 
all registered owners of Bonds to be redeemed, whose addresses 
shall appear upon the Bond register, but failure to mail such notice 
shall not affect the validity of the call for redemption. In the 
event that the day for the publication or mailing of such notices 
shall fall on Sunday or a legal holiday, such notices shall be pub- 
lished and/or mailed on the next succeeding business day which 
is not a Sunday or a legal holiday. The Company may give any 
additional notice of such redemption that it may deem advisable. 
Notice having been so given the Bonds so designated for redemp- 
tion shall on the date designated in such notice become and be due 
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and payable at the redemption price, which shall be the principal 
amount thereof and the accrued interest thercon (the interest being 
payable from the interest fund and not from the principal of the 
sinking fund); and from and after the specified date of redemption 
(unless the Company shall make default in the payment of such 
redemption price) interest on the Bonds so designated for redemp- 
tion shall cease to accrue and upon presentation in negotiable form 
for surrender at the oflice of the Fiscal Agent of the Company in 
The City of New York in accordance with said notice of any of 
said Bonds with all coupons appertaining thereto maturing on and 
after said date of redemption, such Bonds shall be paid by the 
Company as aforesaid. If the Company shall default in the pay- 
ment of such redemption price upon surrender of said Bonds as 
aforesaid, said Bonds shall continue to bear interest at the rate 
therein expressed until payment thereof. . . . 

Section 4. All Bonds redeemed by the application of moneys in 
the sinking fund and all Bonds surrendered by the Company in 
lieu of sinking fund payments, with the appurtenant coupons, and 
all coupons paid by the Fiscal Agent shall be cancelled by the Fiscal 
Agent and within 60 days after payment thereof shall be presented 
in such cancelled form to the Trustee in order that the Trustee may 
make appropriate notation of such payment and cancellation on 
its records. All such cancelled Bonds and coupons shall be deliv- 
ered to the Company or, at the request of the Company, shall be 
cremated and an appropriate certificate of such cremation 
delivered by the Trustee to the Company and no Bonds shall be 
issued in place thereof. Any portion of the said fund remaining 
in the hands of the Fiscal Agent thirty days after the date on which 
the same is applicable to the payment of interest or the purchase or 
redemption of Bonds shall thereafter be held by the Fiscal Agent 
for the purpose of paying interest or purchasing or redeeming Bonds. 


3. Sinking Fund Exclusively Applied to Purchase of Bonds. 


We have now to consider the loans where the sinking fund is 
exclusively applied to the purchase of bonds at a maximum 
price. The obligations of the borrower are here not as broad as 
in the case when all the deposits in the sinking fund or the bal- 
ance left after the purchase of bonds are to be used for the call 
of bonds for redemption by lot, since redemption only takes 
place when bonds can be purchased at or below the redemption 
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price. The claims of the bondholder to redemption are, then, 
almost equal to zero. The benefit from the sinking fund 
consists merely in the fact that the number of outstanding 
bonds is periodically reduced as long as the price in the market 
is below redemption price and that the market price, as long 
as it is below redemption price, will be somewhat strengthened 
by the fact that a certain number of bonds is periodically 
purchased for the account of the sinking fund. This system of 
using the sinking fund exclusively for the purchase of bonds is 
strictly adhercd to in the case of five loans only. 

For four of those loans the instalments to be paid as a sinking 
fund are equal, with the exception of the last instalment which is 
considerably larger: 

The Thyssen Iron and Steel Works pay for their $12,000,000 
5-year bonds (3) to the Sinking Fund Agent as a sinking fund 
quarterly instalments of $300,000, the remaining $6,300,000 
being due at the end of the fifth year. 

The Siemens Companies pay for their $5,000,000 3-year 
bonds (5 A) to the Sinking Fund Agent for the account of the 
Sinking Fund semi-annually $250,000, the remaining $3,750,000 
being due at the end of the third year. The same companies 
pay for their $24,000,000 25-year bonds (58) to the Fiscal Agent 
as a Sinking Fund semi-annually $360,000, the remaining 
$6,360,000 being due at the end of the twenty-fifth year. 

The State of Bremen pays for its $15,000,000 10-year bonds 
(12) to the Paying Agent as a market purchase fund semi- 
annually $375,000, the remaining $7,875,000 being due at the 
end of the tenth year. 

In none of those four cases are bonds accepted instead of 
cash. 

For another loan of this group — The Rhine-Westphalia Elec- 
tric Power Corporation bonds (21) —a peculiar system of instal- 
ments has been chosen by which redemption takes place in six 
different periods, the instalments being equal among themselves 
in each of those periods. The Corporation two months before 
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each interest date deposits with the Trustee as a retirement 
fund for its $10,000,000 25-year bonds: 


in the years 1926 and 1927: $200,000 
“ “ 1928 to. 1931: $100,000 
* * “ 193210 1935: $150,000 
“ a “ 193619 1942: $200,000 
ии “ 104310 1946: $250,000 
* * “ 104710 1950: $300,000 
The Corporation may from 1928 оп tender to the Trustee bonds 
instead of cash. 

When the only possibility of disposing of the Sinking Fund is to 
purchase bonds at a maximum price, there is a very great likeli- 
hood of an unexpended balance. How is it disposed of? 

In the case of the State of Bremen loan (12) and the Siemens 
Companies 6% per cent loan (58) the balance is returned to the 
borrower on the next succeeding interest date: 

The market purchase fund moneys shall be applied by the Paying 
Agent to the purchase of Bonds if obtainable at not exceeding par 
and accrued interest, plus the usual broker’s commission, at such 
times and in such manner as the Paying Agent may determine. 
Moneys remaining unexpended and in the hands of the Paying 
Agent on August 26th in each year shall be credited to the Obligor 
for the market purchase fund instalment payment then due and 
any moneys in excess of requirements shall be returned to the 
Obligor forthwith after each September 1. On September 1, 1935, 
any moneys then held by the Paying Agent in the market purchase 


fund shall be applied to the payment of the maturing Bonds. 
(Bremen Contract, Article 2) 


On any date on which any Sinking Fund payment shall be 


required to be made . . . any part of any previous Sinking Fund 
payment which shall not have been theretofore applied to the 
purchase of Debentures . . . shall revert to and be repaid to the 


Companies. (Siemens Indenture, Article III, Section 4) 


In the case of the Rhine-Westphalia Electric Power Corpora- 
tion loan (21) the balance shall, at the option of the Company, 
either be returned to the Company or be credited to the next 
semi-annual instalment of the sinking fund. 


COMPULSORY AMORTIZATION x 231 


Any moneys remaining with the Trustee after the purchase of 
the required percentages of such Bonds, shall, at the option of the 
Company, cither be returned by the Trustee to the Company, or be 
credited to the next semi-annual instalment of the Fund. 

In the event that, at any time, Bonds of the 7% Series Duc 1950 
cannot be so purchased at prices not exceeding 100 per cent of their 
principal and accrued interest, the Company, at its option, may 
direct the Trustee, cither to utilize any semi-annual instalment of 
the Retirement Fund, or any part thereof, in the purchase of such 
Bonds at prices exceeding 100 per cent of their principal and accrued 
interest, or to hold any balance of any such instalments unexpended 
after six months from the date required for its payment to the 
Trustee, as a Special Reserve, to be created for the purpose of 
purchasing such Bonds at any time in the future in a similar 
manner at prices not exceeding 100 per cent of their principal and 
accrued interest, or, at the option of the Company, at prices exceed- 
ing 100 per cent of such principal and accrued interest; provided 
that any excess over $500,000 in cash in such Special Reserve at 
any one time, shall be returned to the Company upon its written 
order signed by two Managing Directors, and no further semi- 
annual deposits need be made by the Company until the unex- 
pended balance in such Special Reserve shall have been reduced 
below $500,000 by the purchase of Bonds. (Indenture, Section 18) 


With the Siemens Companies 3-year loan (5 A), the companies 
are entitled to have returned to them any excess above $50,000 
if the current selling price of the bonds is 101 or higher. 


If, upon any of the dates hereinabove fixed for making pay- 
ments for the account of Sinking Fund A, the current selling price 
of the Three-Year bonds as determined by the Sinking Fund 
Agent (whose determination of such price shall be conclusive) is 
101% of the principal amount thereof or higher, the Sinking Fund 
Agent shall notify the Corporations to this effect by cable and 
thereupon the Corporations shall be required to pay on such date 
only $50,000 to the Sinking Fund Agent for account of Sinking 
Fund A (or shall be entitled to have returned to them any excess 
above this amount on deposit with the Sinking Fund Agent for the 
account of Sinking Fund A), but shall remain obligated to remit 
by cable the rest of such Sinking Fund payment, namely, $200,000, 
at any time or from time to time during the ensuing six months’ 
period when instructed so to do by cable from the Sinking Fund 
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Agent who shall give such instruction whenever the current selling 
price of the Three-Year Bonds determined as aforesaid is less than 
101% of the principal amount thereof. (Trust Indenture, Article 
V, Section 2) 


In the case of the Thyssen 7 per cent loan (3), the balance is re- 
paid to the Companies according to a very complicated scheme: 


Section 2. The Affiliated Companies hereby covenant and agree 
so long as any of the Bonds are outstanding, punctually to deposit 
with the Sinking Fund Agent the following amounts at the respec- 
tive times stated below, in order to meet the Sinking Fund pay- 
ments as they severally come due, as above provided: 

(a) On or before April 1, 1925 (except as hercinafter otherwise 
permitted), the sum of $300,000, to meet the Sinking Fund pay- 
ment due April 1, 1925, and on or before June 1, September 1 and 
December 1 in the year 1925 and on or before March 1, June 1, 
September 1 and December 1 in each year thereafter, an amount 
in dollars equal to the difference, if any, between $300,000 and 
the balance of moneys, at the close of business on the previous 
day in each case, remaining in the Sinking Fund from the previous 
Sinking Fund payment, not exhausted in the purchasc of Bonds 
as stated below. 

(b) On June 15, September 15 and December 15 in the year 
1925, and on March 15, June 15, September 15 and December 15, 
in each year thereafter, such amount as together with the 
amount, if any, deposited on the first of the month in question, 
as provided in sub-paragraph (a) above, shall equal $300,000 
to the end that the Affiliated Companies shall, on the dates 
above referred to in this sub-paragraph (b), have on deposit 
with the Sinking Fund Agent, to meet the next ensuing Sinking 
Fund payment, the sum of $300,000. 

The Affiliated Companies hereby covenant and agree, from time 
to time upon request of the Sinking Fund Agent, to make arrange- 
ments satisfactory to the Sinking Fund Agent, to the end that 
funds may be available to the Sinking Fund Agent with which to 
pay accrued interest on Bonds purchased for the Sinking Fund, 
to the extent that such funds are necessary, over and above the 
payments into the Sinking Fund, as above provided, it being 
understood, however, that the Affiliated Companies will not be 
called upon to make any additional payments by way of interest 
until the entire amount of such Sinking Fund installments has been 
practically exhausted. 
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The Sinking Fund Agent will allow the Affiliated Companies 
interest on daily balances in the Sinking Fund at the current rate of 
interest generally allowed on similar deposits in the Borough of 
Manhattan, City and State of New York. 

Section 3. Any moneys from the preceding quarterly payment 
into the Sinking Fund (including any payments made to the 
Sinking Fund Agent to meet accrued interest to the date of pur- 
chase on: Bonds purchased for the Sinking Fund as provided below), 
which shall not have been exhausted in the purchase of Bonds at the 
close of business on the following June 14, September 14 and 
December 14 in the year 1925, and March 14, June 14, September 
14 and December 14 in cach year thereafter, as the case may be, 
shall (except as hereinafter otherwise provided) be forthwith 
repaid to, or upon the order of, the Affiliated Companies. (Inden 
ture, Article I1) 


The procedure is in all other respects the same as in the case 
of a sinking fund not exclusively applied to purchase. 


There is still a last modality to be mentioned, namely a 
system according to which for a certain period (5 or 10 years) 
bonds are to be redeemed only by purchase, either through the 
borrower or through the Fiscal Agents, while later on bonds are 
to be called for redemption through the Fiscal Agents, in case 
the borrower shall not have delivered the sufficient number of 
bonds for cancellation. This system has been applied to three 
loans (24, 34, 46): 

The agreement governing the loan to the City of Dresden (24) 
provides two such periods of ten years each. It offers, moreover, 
a peculiar feature in that, just like with the Reparation Loan, 
the borrower is not credited with the par value of the bonds 
delivered but only with the amount actually paid for, and that 
in the first ten years an unexpended balance reverts to the City 
while in the last ten years the entire sinking fund is used for 
calling bonds. 

The City covenants to provide a sinking fund for the purchase 
and redemption of the bonds of this issue calculated to retire all of 


the said bonds on or before maturity in the manner following:— 
The City will as long as any of the bonds are outstanding pay to 
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Speyer & Co., as Fiscal Agents of the Loan, at their office 
in the City of New York, in gold coin of the United States of 
America of or equal to the standard of weight and fineness existing 
on November 1, 1925, during cach of the ten years commencing 
the first day of November, 1925, and ending the thirty-first day of 
October, 1935, an annual sum equal to five per cent of the total 
authorized amount of the Loan, to-wit, the annual sum of $250,000, 
and during each of the ten years commencing the first day of 
November, 1935, and ending the thirty-first day of October, 1945, 
an annual sum equal to one-tenth of the aggregate principal amount 
of the bonds remaining outstanding on the first day of November, 
1935. The payment of such annual sums shall be made in equal 
semi-annual instalments (hereinafter called ''instalments of the 
sinking fund”) on or before the first day of February and the first 
day of August in each year, the first of said instalments to be paid 
on or before the first day of February, 1926. The City may make 
payment of any instalment of the sinking fund or any part thereof 
by delivering to the Fiscal Agents of the Loan bonds of this issue, 
reckoning cach bond at the amount paid therefor by the City 
(exclusive of accrued interest), but not exceeding the principal 
amount thereof. The Fiscal Agents of the Loan may accept the 
written certificate of the Treasurer of the City as sufficient evidence 
of the amount paid for any such bonds by the City. The amount 
of each instalment of the sinking fund upon its receipt by the Fiscal 
Agents of the Loan shall be credited to the City in a sinking fund 
account and shall be applied by the Fiscal Agents of the Loan as 
soon as reasonably practicable after the receipt thereof to the 
purchase in the open market or at private sale of bonds of this issue 
if and to the extent obtainable at prices not exceeding their principal 
amount and accrued interest. The amount of any accrued interest 
paid upon any such purchase of bonds made after November 1, 
1935, shall be furnished by the City to the Fiscal Agents of the 
Loan from sources other than the sinking fund account. Any 
moneys not so applied and remaining in the sinking fund account 
on the thirty-first day of October, 1926, and on the thirty-first day 
of October in each and every year thereafter to and including the 
thirty-first day of October, 1935, shall, provided the City shall not 
then be in default, revert to the City and be returned to it by the 
Fiscal Agents of the Loan. Апу moneys not so applied and remain- 
ing in the sinking fund account on the first day of September, 1936, 
and on the first day of September in each and every year there- 
after to and including the first day of September, 1944, shall be 
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applied by the Fiscal Agents of the Loan to the redemption at the 
principal amount thereof on the next ensuing first day of Novem- 
ber, beginning November 1, 1936, of bonds of this issue then re- 
maining outstanding to be drawn by lot, and any moneys remaining 
in the sinking fund account on the first day of November, 1945, 
shall be applied to the payment of bonds at maturity. Such draw- 
ings shall be made by the Fiscal Agents of the Loan in any usual 
manner in their discretion at their office in the City of New York 
between the first and fifteenth days of September in each year be- 
ginning with September, 1936, and the City shall be entitled to 
have a representative present at the drawings (Article Third) 


In the case of the Leonhard Tietz loan (34) the first period 
covers only five, the latter fifteen years. Another difference, as 
compared with the loan to Dresden, is that also in the second 
period an unexpended balance reverts to the company. 


ARTICLE ТУ. SINKING FUND. 


Section 1. The Company agrees as a Sinking Fund on or 
before January 1, 1927 and on or before January 1 in each year 
to and including January 1, 1931, to surrender for cancellation 
$150,000 principal amount of bonds of this issue provided such 
bonds can be purchased at or below 1021497 of the principal amount 
thereof and accrued interest, and on or before January 1, 1932, and 
on or before January 1 in each year thereafter, to surrender for 
cancellation or to redeem bonds of this issue aggregating the same 
amount. In performance of its obligation hereinabove contained 
the Company agrees to pay to the American Trustee, in gold coin 
of the United States of America of or equal to the standard of 
weight and fineness existing January 1, 1926: (a) on October 1, 
1926 and on the first day of October in each year thereafter to and 
including October 1, 1930, a sum sufficient to purchase $150,000 
principal amount of the Bonds at 10214% of the principal amount 
thereof, together with six months interest thereon at the rate of 
114% per annum, and (b) on October 1, 1931 and on the first day 
of October in each succeeding year so long as any of the Bonds 
remain outstanding, a sum sufficient to purchase and/o redeem 
$150,000 principal amount of the Bonds at 105% of the principal 
amount thereof, together with six months interest thereon at the 
rate of 714% per annum; provided, that in lieu of cash the Company 
may, in respect of any such annual Sinking Fund instalment, on or 
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at any time prior to the due date thercof surrender to the Ameri- 
can Trustee for cancellation Bonds, with all unmatured coupons 
appertaining thereto, purchased by it or for its account at prices 
not exceeding the purchase and/or redemption price hereinabove 
specified for the computation of the amount of such instalment. 
All Bonds so surrendered shall be credited against the amount of 
such instalments at said purchase and/or redemption price, as the 
case may be, together with six months interest on the principal 
amount thereof. The American Trustee shall be entitled to rely 
on a certificate of a Managing Director of the Company that any 
Bonds so surrendered were purchased within such limitation as to 
price. 

Section 2. Moneys paid to the American Trustee under the 
provisions of Section 1 of this Article IV in any year to and including 
the year 1930, shall be applied by it at any time or from time to 
time prior to the second day of January next succeeding the date 
of such payment to the purchase of Bonds, with all unmatured 
coupons appertaining thereto, for account of the Company, cither 
in the open market or through calls for tenders or otherwise as the 
American Trustce shall in its discretion determine, to the extent 
that such Bonds are obtainable at prices not exceeding 102145% of 
the principal amount thereof and accrued interest to the date of 
purchase, until the Bonds so acquired, together with those (if any) 
surrendered by the Company for cancellation in such year pursuant 
to the provisions of Section 1 of this Article IV, shall aggregate 
$150,000 in principal amount. All such moneys remaining on 
deposit with the American Trustee in respect of any such annual 
Sinking Fund instalment either (1) after the specified aggregate 
principal amount of Bonds shall have been acquired through 
purchase and/or surrender for cancellation, or (2) on the second 
day of January next succeeding the date of payment of said moneys 
to the American Trustee, shall be paid by the American Trustee 
to the Company or upon its order. 

Section 3. Moneys paid to the American Trustee under the 
provisions of Section 1 of this Article IV in any year subsequent to 
the year 1930 shall be applied by it at-any time and from time to 
time prior to the 25th day of October in such year to the purchase 
of Bonds, with all unmatured coupons appertaining thereto, for 
account of the Company, either in the open market or through 
calls for tenders or otherwise as the American Trustee shall in its 
discretion determine, to the extent that such Bonds are obtainable 
at prices not exceeding 105% of the principal amount thereof and 
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accrucd interest to the date of purchase, until the Bonds so acquired 
together with those (if any) surrendered by the Company for can- 
cellation in such year pursuant to the provisions of Section 1 of 
this Article 1V, shall aggregate $150,000 in principal amount, 
provided however that if the Bonds so purchased and/or surrendered 
for cancellation shall not on October 25th of any such year aggre- 
gate $150,000 in principal amount, the American Trustee is hereby 
authorized in the name of and for and on behalf of the Company to 
give... notices . . . to call for redemption on the next succeed- 
ing January !st such principal amount of Bonds as shall be required 
to complete such specified annual quota. All moneys remaining 
on deposit with the American Trustee after the purchase and/or 
redemption, or provision for redemption, of Bonds sufficient to 
complete said annual quota, shall be paid by the American Trustee 
to the Company or upon its order . . . 


In the case of the loan to the Mansfeld Mining and Smelting 
Company (46) the first period covers only five years, the second 
period ten years. In the first period bonds are to be purchased 
only by the Fiscal Agents; in the second period the Company 
may deliver bonds instead of paying cash. In both periods any 
unexpended balance may be reverted to the Company. 


ARTICLE ГУ. MARKET PURCHASE FUND AND SINKING FUND. 


Section 1. The Company covenants and agrees that on or before 
the first day of May in the ycar 1927, and on or before the first 
day of May in each year thereafter until and including the first 
day of May, 1931, so long as any of the Bonds shall remain out- 
standing, it will pay to the Fiscal Agents hereinafter mentioned, at 
their principal oflice in the Borough of Manhattan, City of New 
York, the sum of $103,500 in gold coin of the United States of 
America, of the standard of weight and fineness existing May 1, 
1926, as a Market Purchase Fund, applicable by the Fiscal Agents, 
during thc ensuing twelve calendar months, to the purchase of 
Bonds, without Warrants, if obtainable, at or below the principal 
amount thereof and interest accrued to the date of purchase. Such 
purchases of Bonds by the Fiscal Agents may be made either at 
public or private sale, without notice. The Fiscal Agents shall be 
entitled to exercise their absolute discretion in respect of the prices 
to be paid by them for Bonds which may be offered to them or may 
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be purchascable by them at or below the principal amount thereof 
and interest accrued to the date of such purchase, and in respect 
of the time at which they shall seck to cfiect purchases of Bonds, 
and may in their discretion decline to purchase Bonds although 
tendered or available at prices at or below the principal amount 
thereof and accrued interest. 

Section 2. Within twenty days after the expiration of cach of 
the annual Market Purchase Fund periods referred to in Section 1 
of this Article IV, the Fiscal Agents shall account to the Company 
and to the Co-Trustee for the Market Purchase Fund for that 
period and shall pay over to the Company any unexpended balance 
remaining in the Market Purchase Fund at the end of such annual 
period. 

Section 3. The Company covenants and agrees that on or before 
the first day of February in the year 1932 and on or before the 
first day of February in each year thereafter, so long as any of the 
Bonds shall be outstanding, it will pay to the Fiscal Agents, at their 
said office, in gold coin of the United States of America, of the 
standard of weight and fineness existing May 1, 1926, as a Sinking 


Fund for the retirement of Bonds, the following respective sums, 
viz : 


On February 1, 1932. . . . . . . $318,000; 
On February 1, 1933. ... . . . $316,500; 
On February 1, 1934... . . . . $316,500; 
On February 1, 1935 . . . . . . . $315,000; 
On February 1,1936 . . . . . . . $315,000; 
On February 1,1937... . . . . $313,500; 
On February 1, 1938 . - . . . . . $313,500; 
On February 1,1939 . . 2. . . . . $312,000; 
On February 1, 1940. . . . . . . $312,000; 
On February 1,1941 . . . . . . . $310,500. 


Provided, however, that in lieu of the deposit of cash under thc 
provisions of this Section 3 the Company may surrender to the 
Fiscal Agents, for cancellation, Bonds with all unmatured coupons 
thereto attached, but without Warrants, purchased by it in the 
open market or otherwise, which shall be accepted by the Fiscal 
Agents as the equivalent of cash at the redemption price thereof 
current on the next succeeding May first, including the semi-annual 
interest payment due thereon on such date . . . 

Provided also that in lieu of the deposit of cash under the pro- 
visions of this Section 3, the Company shal! from time to time be 
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credited, at its request, with a sum equal to the redemption price 
current on the next succeeding May first, including six months’ 
interest thercon, of all Bonds theretofore purchased by the Fiscal 
Agents out of the Market Purchase Fund and cremated by the Co- 
Trustee pursuant to the provisions of this Article IV and not pre- 
viously so credited under the provisions of this paragraph; subject, 
however, to the restriction that the Company shall not be so 
credited upon any one annual Sinking Fund payment, pursuant to 
the terms of this paragraph, with a sum in excess of one-third of 
the amount of such Sinking Fund payment аз hereinabove 
specified. 

Section 4. Moneys deposited with the Fiscal Agents under the 
provisions of Section 3 of this Article IV shall constitute a Sinking 
Fund for the retirement by purchase or redemption, of all Bonds 
issued hereunder and shall be applied by them to the purchase of 
Bonds, without Warrants, at prices not exceeding the redemption 
price thercof current on the next succeeding May first, including 
interest accrued 10 the date of purchase. Such purchases shall be 
made by the Fiscal Agents in the open market, by advertisements 
for tenders or otherwise, in accordance with written or cabled in- 
structions of the Company. If, by March tenth of any year, 
commencing with the усаг 1932, Bonds in the aggregate principal 
amount of $300,000 less the principal amount of any Bonds, there- 
tofore purchased out of the Market Purchase Fund and in that 
year credited upon the Sinking Fund payment as in Section 3 of 
this Article IV, provided, shall not in that year have been delivered 
to and/or purchased by the Fisca! Agents, for Sinking Fund pur- 
poses, the Fiscal Agents shall notify the Company by cablegram or 
otherwise and the Company shall forthwith direct the Fiscal Agents 
to take such steps (including the selection by lot of the Bonds to be 
redeemed and the publication of such notices as are necessary in 
the name of the Company) for the redemption . . . on the next 
succeeding May first of such principal amount of Bonds as shall be 
necessary to complete the said quota for such annual Sinking 
Fund period. 

Prior to April first of each such year the Fiscal Agent shall 
account to the Company for the Sinking Fund for that annual 
period and shall pay over upon the order of the Company the 
balance, if any, remaining in the Sinking Fund after sufficient 
funds shall have been set aside by the Fiscal Agents to redeem 
the Bonds designated for redemption, if any, upon the redemption 
date thereof. 


CHAPTER X 


YIELD TO SUBSCRIBER 


The yield of a bond to the individual bondholder depends on 
the price he has paid for the bond, the interest rate he receives, 
the period he keeps the bond, and the price he obtains in selling 
the bond. There exists then a practically infinite number of 
yield rates (and even of loss rates) for each bond issue. For 
example, an investor who, on January 23. 1925, had bought a 
Reparation Loan bond for $957.50 and sold it four months later 
for $917.50, had received as interest $23.35 but lost as capital 
$40, so that his net loss was $16.65 or 5.2 per cent per annum 
on his original investment; while an investor who purchased this 
bond for $917.50 and sold it 18 months later for $1025 received 
as interest $105 and as capital increment $107.50 or altogether 
$212.50, that is, 15.4 per cent per annum. And these are by no 
means extreme cases. An investor who early in February, 1925, 
had bought a 7 per cent Krupp bond for $990 and sold it six 
months later for $860 lost 19 per cent per annum, while if the 
purchaser of this very bond sold it in June, 1926, for $980 he 
earned in all 25 per cent. 

It would, of course, be futile to expand any longer upon those 
yield rates to individual bond-buyers and sellers; we must 
confine our study to the yield rates to the subscribers who have 
purchased a bond when issued and keep it until maturity. This 
yield depends on the interest rate, the price of issue, the date of 
offering, the maturity, and the price of redemption. The last 
two items have been analyzed in Chapters VIII and IX, and the 
date of offering in itself does not suggest any special study. 

240 
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We will, therefore, before entering into a discussion of the in- 
terest rate and the price of issue, merely insert a few methodo- 
logical remarks as to the treatment of the date of offering, the 
maturity, and the redemption price in connection with the 
computation of the yicld. 

Date of offering. The bonds in some cases have been offered 
a few days before the debt service begins but in most cases shortly 
after. An exact computation of the yield would require that 
we take fully into account the date of offering or still better 
the date of payment for the bonds. In order to simplify the 
calculations we shall, however, as a rule neglect the date of 
offering and assume that the holder acquired the bonds on the 
day from which interest payment begins. We shall deviate 
from this rule only for those issues which were offered more 
than thrce months after the date of the bonds and we will 
treat those issues as if they had been floated on the interest 
daie nearest to the date of offering. The duration of the 
loans, as given in the tables on pages 246, 254-55 there- 
Íore differs somewhat from that indicated by the table on 
page 158. 

Maturity. In establishing the dates of maturity we paid no 
attention to vague possibilities of redemption as they exist 
when call of bonds for redemption by lot takes place only if 
bonds cannot be purchased at or below the redemption price. 
Sinking fund bonds with a sinking fund exclusively or primarily 
applied to purchase of bonds will then he treated like "straight" 
bonds, that is, it will be assumed that the subscriber keeps his 
bond until the last date of maturity. On the other hand, 
sinking fund bonds with a sinking fund exclusively applied to 
redemption by call of bonds will be treated like serial bonds, 
although the subscriber does not know beforehand at what 
date his specific bond will be called. In computing the yield 
to the subscribers, the loans will then be divided into two large 
groups: 

1. Loans with one date of maturity: straight bonds; sinking 
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fund bonds with a sinking fund exclusively or primarily applied 
to the purchase of bonds. 

2. Loans with various dates of maturity: serial bonds; sinking 
fund bonds with a sinking fund exclusively applied to the call of 
bonds. 

Redemption. price. The same principles were followed in 
establishing the redemption price. No attention was paid to 
the price provided for the purchase of bonds and voluntary 
amortization was altogether neglected. 


I. INTEREST RATE 


The nominal interest rate of the American loans to Germany 
varies between 5!5 and 715 per cent. The prevailing rate is 
7 per cent; it is paid for 40 of the 69 loans. The rate next in 
importance is 614 per cent, which was applied to 21 loans. 1n 
two cases — City of Heidelberg (17) and Leonhard Tietz (34) — 
it was 7/4 per cent; in three cases — United Industrial Corpora- 
tion (30), Thyssen Iron and Steel Works (49), and State of 
Hamburg (59) — it was 6 per cent; in three cases — the опе- 
year notes of the State of Hamburg (43) and of the cities of 
Hanover (60) and Chemnitz (63) — it was 51 per cent. 

The first six loans were all on a 7 per cent basis, and this type 
dominated until the spring of 1926. From July, 1926 on, 614 
per cent loans were somewhat more frequent than 7 per cent 
loans. 

If we exclude the four loans maturing in six months or in one 
year, which all bore 51% or 6 per cent interest, we find that the 
loans to the Reich, to the associations of municipalities, and to 
most of the cities and of the public credit institutions were on a 
7 per cent basis, while numerous loans to states, public utilities, 
and industrial corporations had a lower rate of interest. But 
this difference is entirely due to the difference of time at which 
those various loans were contracted, all associations of munici- 


palities and all cities having secured their long-term loans before 
April, 1926. 
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INTEREST RATES BY QUARTERLY PERIODS 


QUARTERLY PERIODS s 6 6% 1 714 | Tora 
% % % % % 

Oct. to Dec, 1924...........| — — — 2 — 2 
Jan. to Mar., 1925.. - — 1 4 — 5 
April to June, 1925 — — - - - - 
July to Sept., 1925...,......| — — 3 3 — 6 
Oct. to Dec., 1925.......... | — 1 3 12 1 17 
Jan. to Mar., 1926.,......... — -- 4 7 1 12 
April to June, 1926.......... 1 1 1 6 — 9 
July to Sept., 1926.......... — — 5 2 — 7 
Qut; to: Due; 1926. einari ta 2 1 + 4 — 11 

О ааа е 3 3 21 40 2 69 

INTEREST Rates DY BORROWERS 
Borrowers 51; 6 615 1 74 Тоталі 
% % ° % % 

German Republic = = - 1 - 1 
Sales Б 1 1 3 3 - 8 
Associations of Municipalities.| -- = — 3 - 3 
а 2 = 2 6 1 Ii 
Public Utility Corporations...) — — 9 10 — 19 
Industrial Corporations......| — 2 4 9 — 15 
Public Credit, etc., Institutions] — — 1 4 — 5 
Private Commercial Companies} — = 1 2 1 4 
Religious Organizations. ..... — — 1 2 — 3 

TS UB leo e eodera t m ЫМ 3 3 21 40 2 69 


II. PRICE OF ISSUE 
The price of issue varies between 8416 and 101. Very few 
issues were offered at par or above par. The subscribers then 


244 AMERICAN LOANS TO GERMANY 


OFFERING Prices or LONG- 


noun по) us (16) a8) (20) 
1 year 100 100 100 100.18 10014 
2 years 100 901; 100 100.46 100 

3 years 9955 9855 992$ 100 993% 
4 years 99% 9715 951, 98.75 9814 
S years 99 96% 98 98 98 
6 years 975% 953, %% 97 9674 
7 ycars 9634 9455 961. 96.5 96% 
8 years 9615 9315 9615 96.15 9615 
9 years 95% 9254 95.8 9578 
10 years 95% 92 95.5 951; 
11 years 9514 9115 95.25 951% 
12 years 95 91 95 95 
13 years 94% 905% 943; 94.7 9431 
14 years 941% 902$ 9415 94.5 9415 
15 years 9414 90 9114 94.25 9 
16 years 94 8958 9415 91.25 9415 
17 years 93% 89% | оз; 94.25 943; 
18 years 9334 89 | 9% 94.15 944 
19 years 9314 882% 94 94 94 
20 years 9314 8814 937% 93.9 937% 
Average 96.11 92.97 96.06 96.14 95.40 


%Series nol issued in 


paid all told much less than the aggregate nominal capital of 
all bonds. The total par value of the 69 loans was in fact 
$650,000,000, while the subscribers paid $612,164,129' or 
94.18 per cent only. 


1 In computing this total, it has been assumed that the subscribers to the 
European franches paid the same price as the subscribers to the American 
tranches. This assumption is not exact, but the resulting error cannot 
be very large, since the par value of the European tranches amounted to 
$69,202,500 or 11 per cent only of the total. 
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Term SERIAL Вохрѕ 
(22) (25) (27) (29 (38) (45) 
100 10034 100 — 100% 101 
100 10014 100 — 100 101 
9935 100 9934 100 9934 10054 
9811 99 98% 99.9 98% 100 
98 98 98 99.8 98 100 
967% 97% 97 99.7 96% 99% 
961; 96% 9614 99.6 96% 99 
961; 96144 96% 99.5 96% 98 
9% 9534 95% 99.4 95% 9716 
9515 “ 9514 99.3 95% 97114 
9514 a 954 99.2 954 79/4 
95 8 95 99.1 95 95% 
9494 * 9434 99 943% 95% 
9115 a 9114 99 94% 9514 
9414 ° 9114 99 9114 95% 
94 914 94 94 9114 
9374 944 93% 93% 9% 
9334 94 9334 9334 9416 
9315 94 93% 93% 94 
933% 94 9334 933% 93% 
95.94 96.74 95.95 99.42 95.22 97.13 


the United States. 


The price of issue depends, of course, largely on the duration 
of the loan, on the rate of interest, and on the price of redemp- 
tion. Low prices, in general, are asked for long-term bonds 
with a comparatively low interest rate and with par as a redemp- 
tion price, while high prices, in general, are fixed for short-term 
bonds and for bonds with a comparatively high interest rate and 
a premium to be paid on redemption. 

The table on pages 244—45 shows the prices of the long-term 
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serial bonds and the table on page 246 shows the price groups 
for all bonds, each series being treated as a separate issue. Of 
an aggregate number of 274 issues, 12 were offered at less than 
90 and all of these mature after 16 years or more; 101 were offered 
at from 90 to 94.75, of which none matures within less than 
7 years, and 94 after 13 or more years; 99 were offered at 95 to 
98.75, of which 66 mature after 3 to 10 years and 33 after more 
than 10 years; 62 were offered at 99 or more, of which 47 
mature in 5 years or less, while two only mature after more 
than 15 years. The 29 issues maturing in two years or less 
were all offered at more than 981%, while the 50 issues maturing 
after 20 years or more, with one exception — а loan with an 
additional interest warrant — were offered at 981% or less. 

The first six loans, which all bore 7 per cent, were offered at 


OFFERING PRICE AND Maturity оғ 155055 


MATURITY Arter YEARS 
Price ОР 
25| 30] ToTAL 
- 1 
1° 5 
lest 2 
i 4 
3 
1|— 5 
11 8 
1 2| 1| 28 
8 1| 4| 57 
1 Те 37 
1 2-4 26 
[ —|—| 12 
- 2% 24 
2 ЦЕН) 35 
- —| 25 
E -Н 2 
14110|10|10|101|15|10|10|10|32|304| 3|16| 3| 274 
«Two after 241% years. 4АПег 20% years. {Опе after 1% years. 
One after 2114 years. «One after 6 months. sAlter 1814 years. 


«Two alter 1914 years. 
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prices varying between 92 and 9914, and no subsequent 7 per cent 
loan was offered at less than91. The two 71% per cent loans were 
issued at 9814 and 97 respectively. On the other hand, the first 
three 61% per cent loans were offered at prices varying from 87 
to 89, and the first 6 per cent loan was offered at 8414 only. 
The influence of the price of redemption upon the price of 
offering is not so conspicuous, but it is evident, for instance, that 
since the 20-year 7 per cent Saxon Public Works bonds (6) were 
offered at 92, while the 20-year 7 per cent General Electric Com- 
pany bonds (4) were offered at 9334, this was due to the fact 
that the latter are to be redeemed with a premium of 5 per cent. 


III. YIELD RATE 


The yield of a bond to the subscriber depends, as has been 
stated, on many factors, each of which may be important, but 
each of which taken by itself may be utterly misleading. When 
the Electric Power Corporation (7) in March, 1925, obtained 
the first 615 per cent loan granted to a German borrower, this 
was considered a great success, yet the yield of those bonds to 
the subscriber was 7.68 per cent? as compared with 7.18 per 
cent for the 7 per cent Krupp notes (2) and 7.36 per cent for the 
7 per cent Thyssen bonds (3) issued some months before. It 
would lead us too far to consider in detail the correlations be- 
tween the yield and the individual factors by which it is deter- 
mined. It may suffice to state that a 61% per cent 25-year 
bond issued at 8712 (26) has exactly the same yield as a 7 per 
cent 25-year bond issued at 93 (11, 32), while both have a lower 
yield than a 7 per cent 5-year bond issued at 97 (15). 

The yield of the 55 issues with one date of maturity (that is, 
straight bonds, and sinking fund bonds with a sinking fund 
exclusively or primarily applied to the purchase of bonds) 
varies between 5.76 and 8.38 per cent.* It exceeds 8 per cent 


2 See table on pages 256-58. | 

3 The yield in each case has been taken or computed by interpolation from 
Johnson, Stone, Cross, and Kircher, Yields of Bonds and Stocks, New York 
1923. 


248 AMERICAN LOANS TO GERMANY 


in the case of five long-term issues redeemed at a premium: the 
two 7 per cent issues of the Good Hope Steel and Iron Works 
(8.38 and 8.29), the 714 per cent loan to the Leonhard Tietz 
department store (8.29), the 7 per cent Reparation Loan 
(8.17), and the 714 per cent loan to the City of Heidelberg 
(8.08). It is less than 6! per cent for the three 515 per cent 
one-year notes: State of Hamburg (5.76), cities of Hanover and 
Chemnitz (6.02 each). For all the other 47 issues with one date 
of maturity it varies between 6.58 and 7.87 per cent. 

The yield of the 207 series of the eleven serial long-term loans 
varies between 5.96 and 7.66 per cent,‘ and if one excludes the 
one-year series of the State of Anhalt bonds, between 6.46 and 
7.66 per cent. The yield of the four series of the short-term 
serial loan (35) varies between 6.24 and 7.25 per cent. The 
yield of the 259 redemption instalments of the eight sinking 
fund bonds with a sinking fund exclusively applied to redemp- 
tion by call varies more widely, the minimum being 6.78 per 
cent and the maximum 28.86 рег сепі.5 Not too much attention 
should be paid, from the point of view of the subscriber, to the 
few very high yield rates, since they become effective only for 
the comparatively small number of bonds called by lot in the 
first years after the issue of the bonds. Yet it isa fact that some 
of those sinking fund bonds even on the average carry a very 
high yield, that of the General Electric Company 20-year bonds 
(4) being about 8.5 per cent. 

Every comparison of the yield rates of those 525 issues must 
suffer from the fact that the principal amounts involved vary a 
great deal, the maximum being $110,000,000 (Reparation Loan) 
and the minimum $50,120 (first redemption instalment of the 
Saxon State Mortgage Institution 614 per cent bonds). In order, 
however, to give to the reader a general idea of the correlation 


4 Sce table on pages 250-51. The principal amount of each series is shown 
in Chapter IX. 

5 See table on pages 252-53. The principal amount of each redemption 
instalment is shown in Chapter IX. 
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of yield and maturity, the table on page 249 has been prepared 
which shows the minimum yield, the maximum yield, and the 
median yield according to maturity. 


Minimum, MAXIMUM AND MEDIAN YIELD RATES 


NUMBER OF Мімімум MAXIMUM MEDIAN 

MATURITY AFTER Issues YıELo MUI Yren 

% % % 

Gumanther, onen. 8 6.24 28.86 16.95 
1 year or 1 years 26 5.76 14.30 7.00 
2 yearsor 2% “ 23 6.46 11.50 7.25 
3 “М " 24 6.50 10.34 7.31 
404 че дыр 22 6.53 9.05 7.51 
Sc un de АБЫ «а 26 6.55 9.55 7.49 
6 " " бы “ 25 6.56 9.37 1.66 
7 owe Ec. = 25 6.57 9.10 7.66 
g. Me ® iS з 25 6.58 8.90 7.66 
9: de deo on 25 6.59 8.74 7.64 
10 = “mng “ 26 6.60 8.62 7.65 
ı ** See ч 22 6.60 8.52 7.65 
1204 * 12$ ч 22 6.61 8.44 7.64 
13 * “ПИ “ 22 6.62 8.37 7.64 
14 " “ым “ 22 6.61 8.31 7.65 
15. Ж Өле os 27 6.61 8.26 7.65 
16 “ “164% “ 22 6.81 8.22 7.63 
17. ** 16176 = 22 6.80 8.18 7.62 
18 “ “ 184 “ 22 6.79 8.14 7.62 
19 *" "194 “ 24 6.78 8.29 7.60 
20 = “20% “ 32 6.76 8.38 7.60 
21 “ «лм “ 18 6.84 8.08 6.90 
2504 “9 " 15 6.58 8.17 7:51 


The general trend of the median yield rate would then appear 
to show a decline in the second half year, an increase in the 
subsequent years, and a stability after six years interrupted 
only by a drop after 21 years. But great caution should be 
used in drawing conclusions which are arrived at without con- 
sideration for the principal amounts involved. 
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YIELD OF SERIAL 


Сіту or STATE OF Сіту оғ Cities оғ STATE ОҒ 
Monica (10) | Bavaria (13) |Dursseinorr WURTTEM- OLDENBURG 
(16) DERG (18) (20) 

$8,700,000 $15,000,000 $1,750,000 $8,400,000 $1,000,000 

Матситтү | 100-031 100-881; 100-9174 100.44-93.9 100! 4-9374 
AFTER 1% 6.5% 7% 2% 7 
$435,000 $750,000 $37,500 $120,000 $75,000- 
$264,000 

1 year 7 6.5 7 6.50 6.48 
2 years 7 6.77 7 6.75 7 
3 years 7.14 7.02 7.24 7 7.24 
4 years 7.26 7.23 7.51 7.37 7.51 
5 years 7.24 7.35 749 7.49 7.49 
6 years 7.50 7.39 7.66 7.63 7.66 
7 years 7.61 7.50 7.66 7.66 7.66 
8 years 7.59 7.60 7.66 7.65 7.66 
9 years 7.64 7.65 7.64 7.65 7.64 
10 years 7.65 7.66 7.65 7.65 7.65 
11 years 7.65 7.66 7.65 7.65 7.65 
12 years 7.64 7.66 7.64 7.64 7.64 
13 years 7.66 7.65 7.64 7.65 7.64 
14 years 7.65 7.63 7.65 7.65 7.65 
15 years 7.65 7.63 7.65 7.65 7.65 
16 years 7.66 7.63 7.60 7.63 7.60 
17 уеагз 7.65 7.03 7.59 7.61 7.59 
18 years 7.64 7.63 7.60 7.60 7.60 
19 years 7.65 7.63 7.60 7.60 7.60 
20 years 7.64 7.63 7.60 7.60 7.60 


“Тһе heading of this table gives the borrower, the nominal capital of the loan, the price 
«Series not issued in the United States. 
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Т.охс-Текм Вомо5* 


MUNICIPAL City or City or Намвияс- 
RANK OF FRANKFORT Duispurc AMERICAN 
Hessen (22) (25) (27) Ілме (29) 
$3,600,000 $1,000,000 $3,000,000 $6,500,000 
100-9314 100: ,-91 100-933; 100-99 
766 7% 7% 6.5% 
$180,000 $200,000 $150,000 $500,000 
7 6.61 7 = 
7 6.86 7 = 
7.24 7 7.24 6.5 
7.51 7.29 7.48 6.53 
749 7.49 7.49 6.55 
7.66 7.53 7.63 6.56 
7.66 7.61 7.66 6.57 
7.66 7.64 7.66 6.58 
7.64 7.66 7.64 6.59 
7.65 ы 7.65 6.60 
7.65 * 7.65 6.60 
7.64 s 7.64 6.61 
7.64 a 7.64 6.62 
7.65 ә 7.65 6.61 
7.65 a 7.65 6.61 
7.66 7.63 7.66 
7.65 7.61 7.65 
7.61 7.62 7.64 
7.65 7.60 7.65 
7.65 7.59 7.65 


BAVARIAN- 
PALATINATE 
Cities (38) 
$3,800,000 
10014-9336 


251 


STATE oF 
Амиліт (45) 
$2,000,000 

101-934 
7% 
$100,000 


of issue, the interest rate, and the par value of each series. 
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YIELD or SInking Funn Bonds 


GENERAL SIEMENS Co.'s | Saxon MORTGAGE 
Erecerric Со. (4) (SB) Institution (31) 
$10,000,060 $5,000,000 $5,000,000 

MATURITY APTER 93i 9615 9314 
1% 7% 7% 
$343,000 to $132,000 to $58,000 to 
$333,000 $2,492,000 $226,000! 
10555 102% 10075 
- 18.79 21.39 
- 1292 11.20 

- 11.00 11.86 

. 10.04 10.70 

Ы 9.47 10.00 

- 9.09 9.54 
- 882 9.21 
— 8.62 8.97 
= 8.46 8.78 
- 8.4 8.63 
9.55 824 8.50 
9.37 8.15 840 
9.23 8.08 8.31 
9.10 8.02 8.24 
8.99 7.97 8.18 
8.90 7.92 $.12 
8.82 7.38 8.07 
8.74 7.85 8.03 
8.68 7.82 7.99 
8.62 7.79 7.95 
8.57 7.92 
8.52 7.90 
8.18 7.87 
8.41 7.85 
8.40 7.82 
8.37 7.80 
8.34 7.79 
8.31 7.77 
8.28 7.15 
8.26 7.71 
8.24 7.73 
8.22 7.71 
8.20 7.70 
8.18 7.69 
8.16 7.68 
8.14 7.67 
8.13 7.66 
8.11 7.65 
8.10 7.65 
8.09 7.64 


"The heading of this table gives the borrower, the nominal capital of the loan, the price 
price. "At least 50% of these amounts called for redemption by lot. 


CALLED FoR REDEMPTION * 
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Saxon MORTGAGE RuxiNELBE Unitep STEEL STATE OF А: 
Institution (66) Unton (33) Works (50) Prussta (56) |CAnrz Co. (61) 
$1,000,000 $25,000,000 $30,000,000 $20,000,000 $1,000,000 
97 94 96 95 9914 
64% 7% 64% 634% 1% 
$50,120 to $312,000 to $300,000 to $257,000 to $107,500 to 
$174,440! $938,000 $900,000 $10,852,000 $359,500 
10015 10055 100% 100% 110-102 14% 
12.89 20.21 15.10 — 28.86 
9.72 13.62 10.83 — — 
8.08 1147 9.42 = 14.30 
8.16 10.40 8.72 — — 
7.81 9.26 8.30 >= 11.50 
7.61 9.34 8.03 — == 
7.49 9.04 7.83 = 10.34 
7.48 8.81 7.68 — — 
7.29 8.64 7.57 = 9.05 
7.23 8.50 7.47 = = 
247 8.38 7.40 = 8.73 
7.12 8.29 7.34 7.55 - 
7.08 8.21 7.28 — 8.51 
7.05 8.14 7.24 7.43 — 
7.02 8.08 7.20 E 8.35 
7.00 8.03 7.17 7.34 — 
6.97 7.99 7.44 == 8.23 
6.95 7.95 7.11 7.27 E 
6.94 791 7.09 егі 7.79 
6.92 7.88 7.06 221 — 
6.91 7.85 7.05 = 7.74 
6.89 7.82 7.03 7.16 = 
6.88 7.80 7.01 — 7.70 
6.87 7.78 7.00 7.13 - 
6.86 7.76 6.98 == 7.66 
6.85 7.74 6.97 7.10 — 
6.84 7.72 6.96 = 7.63 
6.84 771 695 7.07 -- 
6.83 7.69 6.94 E 7.33 
6.82 7.68 6.93 7.05 — 
6.82 7.67 6.92 = 7.32 
6.81 766 6.92 7.03 i 
681 7.65 6.91 ame 7.31 
6.80 7.64 6.90 7.01 — 
6.80 7.63 6.90 = 7.30 
6.79 7.62 6.89 699 — 
6.79 7.61 6.89 се 7.29 
6.78 7.60 6.88 6.98 
6.78 7.59 6.83 делі 
6.78 7.59 687 6.97 
< 6.87 = 
6.86 6.96 
6.86 - 
6.85 6.95 
6.85 — 
6.85 6.94 
6.81 = 
6.84 6.93 
6.84 n 
6.84 6.92 


of issue, the interest rate, the par valuc of each redemplion instalment, and the reden 
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AMERICAN LOANS TO GERMANY 


YrgLD or Sinkinc Funp Bonns 


GENERAL SIEMENS Co.'s | Saxon MORTGAGE 
Exectric Со. (4) (51) Institution (31) 
$10,000,000 $5,000,000 $5,000,000 
MATURITY AFTER 93% 9614 9315 
uj 7% 7% 
$343,000 to $132,000 to $58,000 to 
$333,000 $2,192,000 $226,000! 
105% 102% 100% 
14 year — 18.79 21.39 
1 1 - 12.92 14.20 
115 years - 11.00 11.86 
2 10.04 10.70 
215 9.47 10.00 
3 — 9.09 9.54 
315 - 8.82 9.21 
E] — 8.62 8.97 
414 - 8.46 8.78 
5 — 8.34 8.63 
516 9.55 8.24 8.50 
6 937 8.15 8.40 
61i 9.23 8.08 8.31 
7 9.10 8.02 8.24 
ти 8.99 7.97 8.18 
8 8.90 7.92 8.12 
8h 882 788 8.07 
9 8.74 7.85 8.03 
916 8.68 7.82 7.99 
10 8.62 7.79 7.95 
1014 857 792 
n 8.52 7.90 
11% 848 7.87 
12 844 7.85 
ры 8.40 7.82 
13 8.37 7.80 
133; 8.34 7.79 
14 8.31 737 
1416 8.28 7.75 
15 8.26 7.74 
154 8.24 7.73 
16 8.22 7.71 
16% 820 7.70 
17 8.18 7.69 
1716 8.16 7.68 
18 8.14 7.67 
18% 8.13 7.66 
19 8.11 7.65 
19% 8.10 7.65 
20 8.09 7.64 
20% 
21 
2114 
22 
224 
23 
23% 
24 
24% 
25 
“The heading of this table gives the borrower, the nominal capita] of the lean, the price 
price. ‘At least 50% 


of these amounts called for redemption by lot. 
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CALLED FOR REDEMPTION * 


Saxon MORTGAGE RUEINELBE UNITED STEEL STATE OF GERMANS 
Institution (66) Умом (33) Works (50) Prussia (56) |Слите Co. (61) 
$1,000,000 $25,000,000 $30,000,000 $20,000,000 $1,000,000 
97 94 96 95 9914 
614% 7% 04% 61455 7% 
$50,120 to $312,000 to $300,000 to $257,000 to $107,500 to 
$174,440 $938,000 $900,000 $10,852,000 $350,500 
1006; 100% 100% 100% 110-10234% 
12.89 20.21 15.10 -- 28.86 
9,72 13.62 10.83 — — 
8.68 11.47 9.42 H = 14.30 
8.16 10.40 8.72 — — 
7.84 9.76 8.30 = 11.50 
7.44 9.34 8.03 = = 
7.49 9.04 7.83 -- 10.34 
7.38 8.81 7.68 - 
7.29 8.64 7.57 — 9.05 
7.23 8.50 7.47 — — 
7.17 8.38 7.40 = 8.73 
7.12 8.29 7.34 7.55 = 
7.08 8.21 7.28 == 8.51 
7.05 8.14 7.24 7.43 = 
7.02 8.08 7.20 = 8.35 
7.00 8.03 247 7.34 -- 
6.97 7.99 7.14 — 8.23 
6.95 795 7.11 7.27 = 
6.94 7.91 7.09 = 7.79 
6.92 7.88 7.06 7.21 — 
6.91 7.85 7.05 — 7.14 
6.80 7.82 7.03 7.16 — 
6.88 7.80 7.0t = 7.70 
6.87 7.78 7.00 7.13 -— 
6.86 7.76 6.98 = 7.66 
6.85 7.74 6.97 7.10 — 
6.84 7.72 6.96 — 7.63 
6.84 7.71 6.45 7.07 -— 
6.83 7.60 691 -= 7.33 
6.82 7.68 6.93 7.05 — 
6.82 7.67 6.92 == 7.32 
6.81 7.66 6.92 7.03 -— 
6.81 7.65 6.91 == 7.31 
6.80 7.64 6.90 7.01 = 
6.80 7.63 6.90 — 7.30 
6.79 7.62 6.89 6.99 = 
6.79 7.61 6.89 Pee 7.29 
6.78 7.60 6.88 6.98 
6.78 7.59 6.88 = 
6.78 7.59 6.87 6.97 
687 — 
6.86 696 
6.86 = 
6.85 6.95 
6.85 wor 
6.85 6.94 
6.84 i ei 
6.84 6.93 
6.84 -= 
6.81 6.92 


of issue, the interest rate, the par value of cach redemption instalment, and the тейл | 
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YirLD or ALL Loans 


зе мове 


- 


9 
9 
п 
12 


13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 


24 


Borrower 


German Republic 
Fried. Krupp...... 
Thyssen Iron and Steel Works 
Genera] Electric Co. 

Siemens Companics A 


B 

Saxon Public Works . 
Electric Power Corp. А. 
В. 


City of Berlin. 
City of Calogne 
City of Munich... 
Central Bank for 
State ol Bremen A. 
В. 
State of Bavaria... 
Rhine-Main-Danube Corp 
Rudolph Karstadt... 
City of. Duesseldorf 
City of Heidelberg. 
Wurttemberg Cities 
Hamburg Electric Co. 
State of Oldenburg ....... 
Rhine-Westphalia Electric Power Corp. . 
Municipal Bank of Hessen, ..... 
Good Hope Steel and Iron Works А 
B 


City of Dresden 


Nominal | Price or | Клтг or | Date or PRICE OF 
CAPITAL, 15506 Interest] Orrexinc | DATED MATURITY RrpEMP- 
Dorrans с TION 
.|110,000,000 92 7 Oct. 14,24|Oct. 15,'24/0ct. 105 
10,000,000 99% 7 Dec. 29,24|Dec. 15,'24| Dec. 100 
12,000,000 98!5 7 Jan. 10,'25]4ап. 1,25|Jan. 100 
10,000,000 9% 7 Jan. 26,25|Jan. 15,25|Jan. 105 
5,000,000 99 1 Jan. 27,25|Tan. 1,'25|Jan. 100 
5,000,000 9614 T Jan. 27,25|Jan. 1,'25|Jan. 102 
15,000,000 92 7 Feb. 3,25|Feb. 2,25|Feb. 100 
5,000,000 87 6! Mar. 16,'25| Маг. 1,'25|Mar. 100 
2,500,000 87 6} Sept. 23,'25| Маг, Маг. 100 
15,000,000 89 6% July 2,25|Apr. Apr. on 
10,000,000 8714 614 July 25,'25| Маг. Маг. 100 
8,700,000 | 100-9314 7 Aug. 26,'25]Aug. Aug. 100 
25,000,000 93 P Sept. 16,25 |Sept. Sept. 100 
10,000,000 9434 7 Sept. 22,'25]Sepe. Sept. 100 
5,000,000 952; 7 Nov. 19,'25]Sept. Sept. 100 
15,000,000 | 100-8813 6% Sept. 28,25) Aug. Aug. 100 
6,000,000 96 7 Oct. 5,25|Sept. Sept. 1024 
3,000,000 97 7 Oct. 9,25|Осі. Oct. 100 
1,750,000 | 100-9375 7 Oct. 26,'25|Sept. Sept. 100 
1,500,000 98%; 744. |Осе. 27,24 шу 1,25|)Шу 105 
8,100,000 |100.48-93.90. 7 Oct. 28,'25| Хоу. 1,'25| Хоу. 100 
4,000,000 95% 7 Nov. 2,25|Nov. 1,25|Nov. 100 
3,000,000 | 10014-9314 7 Nov. 10,'25| Хоу. 1,25/Nov. 100 
10,000,000 94 7 Nov. 12,24 Хоу. 2,25 Nav. 100 
3,600,000 | 100-9335 7 Nov. 18,'25] Мом. 1,'25| Хоу. 100 
7,500,000 91 7 ,'25|0ct. 105 
2,500,000 92 7 Feb. 11,'26/Oct. 15," 105 
5,000,000 94 7 Хоу. 23,25|Моу. 1,'25!Nov. 100 


YELO, 


% 


8.17 
7,18 
7.36 
9.55-8.09 
7.38 
18.79-7.79 
7.80 
7.68 
7.69 
749 
7.64 
7-71.66 
7.63 
7.76 
7.61 
6.5-7.66 
7.57 
7.73 
7-7.66 
8.08 
6.8-7.66 
7.65 
6.48-7.66 
7.54 
7-7.66 
8.38 
8.29 
7.59 


957 
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YIELD 


оғ Att Loaxs—Continued 


Borrower 


City ага Б зыл cassis 2 
Westphalia United Electric Power Сог 
City of Duisberg........ ... 

General Electric Co. 
Hamburg-American Line. 
United Industrial Carp.. 
Saxon Mortgage Institution 
Baden Cities 
Rheinelbe Union 
Leonhard Tietz. . . 
Sachsen-Anhalt Electric Со. . 


Hydro-El. Works of Upper Wi ПЕ 
Silesia Electric Corp 
Bavarian Palatinate Cities. . 


Berlin City Electric Со. А.. 


B 
Savings Banks and Clearing Association A 


City of Leipzig 
Catholic Church in Bavaria... 
State of Hamburg... 


Ilseder Steel Corp 
State of Anhalt, , 

Mansfeld Mining and Smelting ‘Co. 
Stettin Public Uulities Co. 


NowtNAL | Paice or | Rate or | Date or 
CAPITAL, Issue IxrkgEsT| Orverinc 
DOLLARS % 
4,000,000 | 1003 594 Ж Хоу. 23,'25 
7,500,000 87% 6) Nov. 23,25 
3,000,000 | 100-9334 d Nov. 27,25, 
10,000,000 9+ 63 Dec. 9,25) 
6,500,000 | 100-99 вм Dec. 11,25) 
6,000,000 8415 6 Dec. 18,'25 
5,000,000 93M 7 Jan. 15,26 
4,500,000 93 7 Jan. 25,26| 
25,000,000 94 7 Jan. 26,26| 
3,000,000 97 7M Jan. 28,26 
1,000,000 | 10044-9824] 614  |Feb. 1,26 
4,000,000 93 7 Feb. 2,26| 
4,000,000 8734 [171 Feb. 3,26 
3,800,000 | 10014-9334) 7 Feb. 4,26| 
1,000,000 99 64% (Feb. 8,26 
2,000,000 9814 635 Feb. 8,26 
15,000,000 9454 7 Feb. 23,26 
8,000,000 98 7 Aug. 19,26 
5,000,000 943 7 Маг, 2,26 
5000000 9314 61j |Mar. 8,26 
E 514 Арг, 27,26 
7 Apr. 29,26| 
7 May 13,26 
á 7 May 17,'26 
ee 3,000,000 9411 7 June 2,26| 


Darteo 
Oct. 1,25 
Dec. 1,25 
Nov. 1,25 
Dec. 1,25 
Dec. 1,25 
Dec. 1,25 
Dec. 1,25 
Jan. 1,26 
Jan. 1,26 
Jan. 1,26 
Шап. 1,26 
Jan. 15,26 
Feb. 1,26 
Jan. 1,26 
Feb. 1,26 
Feb. 1,26 
Feb. 1,26|l 
Feb. 1,26 
Feb. 1,26 
Маг. 1,'26[\ 
May 1,26 
Apr. 1,26| 
Mar. 1,26) 
May 1,26| 
Apr. 1,26|A 


МАТОШТҮ 
Oct. 1,°26-"45) 
Dec. 1,50 
Nov. 1,'26-'45 
Dec. 1,40 
Dec. 1,28-40 
Dec. 1,45 
Dec. 1,45 
Jan. 1,51 
Jan. 1,46 
Jan. 1,46 
July 1,26- 

Jan. 1,28 
Jan. 15,56 
Feb. 1,46 
Jan. 1,27- 
Dec. 31,45 
Feb. 1,28 
Feb. 1,29 
Feb. 1,47 
Feb. 1,47 
Feb. 1,47 
Mar. 1,46 
May 1,27 
Apr. 1,46 
Mar. 1,27-46 
May 1,41 
Apr. 1,46 


| Paice or 


КЕОЕМР- 
TION 


100 
100 
100 
100 
100 
100 
100 
100 
100 
105 


21.39-7.64 
7.63 

20.21-7.59 
8.29 

6.24-7.25 


7.60 
7.75 
6.48-7.66 


7.04 
7.06 
7.50 
7.19 
7.50 
741 
5.76 
7.87 
5.96-7 60 
7.74 
7.54 
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Упето or Att Loans—Continued 


Момтнлг | Paice or | Rate or | Date оғ Paice or | Yırın, 


No. Borrower CAPITAL, Issue Interest| Orrertnc | Daten Marturrry Renemp- % 
Dotrans % TION 

48 |Miag Mill Machinery Со. . 3,000,000 924 7 June 11,26|fune 1,'26|June 100 7.64 
49 Thyssen Iron and Stee! Works 5,000,000 9914 6 June 12,26] June 1,26|Dec. 100 7.04 
50 |United Steel Works. 30,000,000 96 614 June 26,26| June 1,'26jJune 100 15.10-6.84 
51 |Catholic Welfare Instit 3,000,000 984 T June 29,'26|June  1,26| June 100 7.14 
52 |Захоп Public Works .. он 614 {July 1,26|May 1,26|May 100 724 
53 (Mannheim and Palatinate Electric Со 9644 7 July 7,26|June 1,26) June 100 7.39 
54 [State of Bavaria......-....--. 921: 614 [July 16/26|Aug. 1,'25]Aug. 100 7.21 

55 [Oberpfalz Electric Power Corp. 9714 T July 27,26] June 1,26| June 100 7.24 
56 [State of Prussia........... 95 614 Sept. 13,26|Sept. 15,'26|Sept 100 7.55-6.92 
57 |Leipzig Overland Power Co. 9214 (222 бері. 15,'26] Мау  1,26|May 100 7.22 
58 |Siemens Companies 99 6!; Sept.24,26|Sept.. 1,'26|Sept. 100 6.58 

59 |State of Hamburg 9131 6 Осі. 6,'26[Осг. 1,26|0ct. 100 6.76 
60 |City of Hanover. 9915 She Oct. 11,'26/Oct. 1,'26|0ct. 100 6.02 

61 |German-Atlantic Cable Ca. 9934 7 Oct. 19,26|Apr. 1,'25|Арг. 110-1024 |28.84-7.29 
62 |Unterelhe Power & Light Co. 991, 7 Oct. 19,26|Oct. 1,26|Осе. 100 708 
63 (City of Chemnitz....... x 9914 515 Oct, 21,'26| Хау, 1,'26| Мом, 100 6.02 
64 | Protestant Welfare Inst. in Germany. 98 7 Nov. 4,°26/Oct.  1,'26]Oct. 100 7.19 
6S |Berlin Electric Elevated Ry's Co... 911; 6; Nov.12,26|Oct. 1,'26|0ct. 100 6.94 
66 |Saxon Mortgage Institution 4,000,000 97 бі; Nov. 22,26) ес. 1,'26|Dec. 100 12.89-6.78 
67 | United Industrial Corp... 6,000,000 971; ЛА Dee, 10,720] Хоу, 1,'26| Nov. 100 6.77 
68 [Berlin City Electric Со. 20,000,000 95 6%, Nee. 13,26|Dee.. 1,126] Dec. 100 6.67 
69 | Realty Improvement Со, 1,500,000 98 7 Dec. 23,'20| Nov. 15,'46|Nov. 100 7.19 


—— --- 
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IV. ADDITIONAL INTEREST WARRANT 


The lowest yield of any long-term loan (6.58 per cent) was 
that of the Siemens 25-year 614 per cent debentures (58). Asa 
compensation the bondholders received a warrant for contingent 
additional interest attached to the ($1,000) debenture and enti- 
tling the holder to receive during the first ten years $3.3314 for 
each 1 per cent (and a proportionate sum for each fraction of 
1 per cent) by which the average per cent of cash dividends 
declared upon the stocks of the Siemens Companies for the 
preceding fiscal year exceeds 7 per cent. 


Оп May 1, 1927 and on each Мау 1 thereafter, to and including 
May 1, 1936, the Companies will pay as contingent additional 
interest on each Debenture outstanding on the May 1 in question 
and on each Debenture called for redemption on either of the two 
interest dates next preceding such May 1, in case the average 
percentage of the cash dividends (as hereinafter defined) declared 
by the Companies for the fiscal year ended on the September 30 
next preceding such May 1 shall exceed seven, а sum equal to 
$3.3314 multiplied by the excess over seven of such average per- 
centage of cash dividends, but only upon presentation and sur- 
render at the principal office of the Fiscal Agent in the Borough of 
Manhattan, City of New York, of the Warrant appertaining to 
such Debenture maturing on such May 1. (Indenture, Article VI, 
Section 1) 

In case the value of United States gold dollars in Berlin, in terms 
of Reichsmarks, on the day of the declaration of any dividend by 
either of the Companies, shall be 105% or more of the value of 
United States gold dollars, in terms of Reichsmarks, at par of 
exchange ($1=4.20 R.M.), then the amount of such dividend, for 
the purpose of determining the average percentage of the cash 
dividends declared by the Companies . . . shall be deemed to be 
an amount which bears the same ratio to the actual amount of 
such dividend as said value of United States gold dollars at pat of 
exchange bears to the value of United States gold dollars in Berlin, 
in terms of Reichsmarks, on the day of declaration of such dividend. 
(Indenture, Article VI, Section 2) 


The article of the indenture entitled “Provisions relating to 
payments in respect of additional interest” contains in about 
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3,000 words most explicit instructions as to the computation of 
the “average percentage of the cash dividends declared by the 
Companies,” etc. It may suffice to say that the bondholders 
on the basis of the dividends for the fiscal year ending September 
30, 1926, are paid an additional interest of $7.16 for each $1,000 
bond on May 1, 1927. The total interest rate for the current 
year is then 6.5+0.716=7.216 per cent and will continue to be 
so for ten years, if the dividends remain the same, after which 
period it will again drop to the normal rate whatever may be the 
dividends paid by the companies. 


V. STOCK PURCHASE WARRANT 


The two department stores (15, 34) and six industrial corpora- 
tions (28, 33, 46, 48, 49, 50) have stock purchase warrants 
attached to their bonds (debentures, etc.). The provisions 
regulating this privilege of the bondholders are most elaborate. 
There has been worked out, for instance, for the Thyssen 6- 
month note (49) a special warrant indenture of not less than 
10,000 words. We will discuss here only a few of the most 
important features of those agreements. 

In all cases the warrants entitle the holders to purchase a 
certain number of common shares at a certain price. This right 
begins either with the issue of the bonds or after a certain time 
and it expires either before, or at, or after the maturity of the 
bonds. 'The purchase price either is uniform for the whole 
period during which the stock purchase right may be exercised 
or varies from time to time; in case the price varies, it increases 
either after a certain date or after a certain number of shares 
shall have been purchased with the warrants. 

(a) Stock purchase rights with uniform price. The two depart- 
ment stores and two industrial corporations have provided for 
warrants entitling the bondholders to purchase shares at a 
uniform price. 

Rudolph Karstadt (15) have issued warrants entitling each 
holder of a $1,000 bond to purchase, at any time on or before the 
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date of maturity of the bonds (October 1, 1930), 15 shares of the 
common stock of this department store at $12.38 per share (par 
value 40 marks=$9.52). The holder who has paid the offering 
price of 97 per cent or $970 for his 5-year 7 per cent $1,000 bond 
may thus purchase 15 shares with a total par value of $142.80 
for $185.70. The total number of shares put at the disposal of 
the bondholders is 45,000 with a par value of $428,400, while 
the total capital stock of the company consisted of 850,000 com- 
mon shares or $8,092,000. (The capital stock was increased to 
1,275,000 common shares or $12,138,000 in December 1926.) 

The Leonhard Tietz bonds (34) are accompanied by a warrant 
entitling cach holder of a $1,000 bond to purchase in the course 
of the first five years (on or before January 1, 1931) 15 shares of 
the common stock of this department store at $26 per share 
(par value 100 marks= $23.80). The holder who has paid the 
offering price of 97 per cent or $970 for his 20-year 714 per cent 
$1,000 bond may thus purchase 15 shares with a total par value 
of $357 for $390. 

The $500 bonds are accompanied by a warrant evidencing 
rights to purchase seven such shares, and have also attached 
to them a fractional warrant, two fractional warrants entitling 
the holder to purchase another share. 

The total number of shares put at the disposal of the bond- 
holders is 45,000 with a par value of $1,071,000, while the total 
common stock of the company consists of 250,000 shares or $5,- 
950,000 (the nominal capital of the outstanding preferred shares 
aggregating $57,013). 

The Rheinelbe Union (33) delivers with each $1,000 bond a 
non-detachable warrant, entitling the holder to purchase at par 
in the course of the first five years (on or before January 1, 
1931) 10 shares of the outstanding common stock of Deutsch- 
Luxemburg (par value 100 marks=$23.80). The holder who 
has paid the offering price of 94 per cent or $940 for his 20-year 
7 per cent bond may thus purchase at par 10 shares with a total 
par value of $238. The total number of shares put at the dis- 
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posal of the bondholders is 250,000 with a par value of 
$5,950,000, while the total outstanding common stock of 
Deutsch-Luxemburg, which has since been merged into the 
United Steel Works Corporation, consisted of 910,000 shares or 
$21,658,000 (the nominal capital of the outstanding preferred 
stock aggregating $1,547,000). 

The United Steel Works Corporation $1,000 bonds (50) 
carry a non-detachable warrant entitling the holder to purchase 
in the course of the first three years (on or before July 1, 1929) 
one share (par value 1,000 marks=$238) of common stack of the 
corporation for 125 per cent, that is, $297.50. The holder 
who has paid the offering price of 96 per cent or $960 for his 
25-year 61% per cent bond may thus purchase one share with a 
par value of $238 for $207.50. The total number of shares put 
at the disposal of the bondholders is 30,000 with a par value of 
$7,140,000, while the total outstanding common stock consists 
of 760,000 shares or $180,880,000 (the nominal capital of the 
outstanding participation certificates aggregating $27,965,000). 

(b) Stock purchase rights with price changing afler a certain 
period. The bonds (participation certificates) of three industrial 
corporations carry warrants with a price uniform for a certain 
period but increasing from time to time. 

The purchaser of each $10,000 Certificate of Participation in 
the six-months Thyssen note (49), dated June 1, 1926, received 
a detached stock purchase warrant entitling the holder to 
purchase on or before December 1, 1927, five shares of common 
stock of the United Steel Works Corporation (par value 1,000 
marks=$238). Up to and including June 1, 1927, the purchase 
price is par and for six months thereafter 105 per cent, or 
$249.90. The holder who has paid the offering price of 9914 or 
$9,950 for his 6 per cent participation certificate may thus 
purchase for $1,190 (after Jure 1, 1927 for $1,249.50) five shares 
with a total par value of $1,190. The total number of shares 
put at the disposition of the certificate holders is 2,500 while the 
total number of outstanding common shares is 760,000. 
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The $1,000 bonds of the Mansfeld Mining and Smelting 
Company (46), dated May 1, 1926, bear detachable warrants 
exercisable after 8 months (January 1, 1927), and entitling the 
holder 10 purchase in the course of the first ten years (that is, 
prior to May 1, 1936) 15 shares of the common stock of the com- 
pany (par value 50 marks=$11.90). Up to and including May 1, 
1933, the purchase price will be par, and thereafter during the 
life of the warrant 120 per cent or $14.28. The holder who has 
paid the offering price of 931% or $935 for his 15-year 7 per cent 
bond may thus purchase for $178.50 (after May 1, 1933 for 
$214.20) 15 shares with a total par value of $178.50. The total 
number of shares put at the disposal of the bondholders is 
45,000 with a par value of $535,500, while the total capital stock 
outstanding is $7,760,869. 

The $1,000 bonds of the Miag Mill Machinery Company (48), 
dated June 1, 1926, carry warrants exercisable after three 
months, entitling the holder to purchase in the course of the 
first 4 years and 8 months (that is, until February 1, 1931) 10 
shares of the common stock of the company (par value 100 
тагкѕ= $23.80). The price (including commissions) will be: 


we February 1, 1927. . . . .$2740 
February 1, 1928. . . . . 2840 

“ February 1,1920 . . . . . 30.25 
“ February 1, 1930. . . . . 31.70 
“ February 1, 1931 2. 0. . . 33.10 


The holder who has paid the вана price of 9214 ог $925 
for his 30-year 7 per cent $1,000 bond may thus purchase 10 
shares with a par value of altogether $238 for $274 (this sum 
increasing up to $331). 

The $500 bonds carry similar warrants entitling the holder to 
purchase 5 shares. 

The total number of shares put at the disposal of the bond- 
holders is 30,000 with a par value of $714,000, while the 
total outstanding common stock consists of 99,803.7 shares or 
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$2,375,328 (the nominal capital of the preferred shares being 
$47,600). 

(c) Stock purchase rights with price changing after the purchase 
of a certain number of shares. The General Electric Company 
debentures (28), dated December 1, 1925, carry a detachable 
warrant entitling the holder to purchase on or before December 
1, 1930, 17 or 18 shares of the common stock of the company 
(par value 100 marks— $23.80). The number and price of shares 
covered by the warrants will be determined as follows: 


First 2,360 warrants presented call cach for 18 shares at $24.00 (100.8%) 


Next 2,150 “ 18 "26.50 (111.3%) 
Next 1,940 “ 7 s “18 * 29.00 (121.8%) 
Next 1,800 “ p * Ж 8 ]8 4 * 31.50 (132.4%) 
Last 1,750 “ “ 4 “417 “4 “ 334.00 (142.9%) 


The purchase right may be exercised by the payment of cash, 
but in lieu of cash, debentures will be accepted at face value, 
plus accrued interest. 

The holder who has paid the offering price of 94 per cent or 
$940 for his 15-year 615 per cent $1,000 debenture may thus 
purchase, for $432, 18 shares with a total par value of $428.40. 
He may also, if he has five bonds, pay for the 90 shares to which 
he is entitled, by delivering two bonds (purchased at $940 each, 
but accepted at their face value of $1,000) and paying the balance 
of $160 in cash. The 90 shares will then have cost him only 
$1,880--$160 = $2,040 or about 9514 instead of 100.8. But if he 
delays the excrcise of his right of purchase, the price rises and at 
last he is entitled to only 17 shares instead of 18. 

The total number of shares put at the disposal of the bond- 
holders is 178,250 with a par value of $4,242,350, while the 
total outstanding common stock consists of 1,200,000 shares or 
$28,560,000 (the nominal capital of the outstanding preferred 
shares being $8,627,000). 

The Company has agreed to apply substantially all the 
cash realized from the sale of shares to the purchase of de- 
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bentures, if obtainable at prices not exceeding 100 per cent 
and accrued interest within a reasonable time (not less than six 
or more than twelve months) after receipt. Up to September 
30, 1926, it had thus retired $3,000,000 debentures by the sale 
of 120,000 shares. 

Since the system of stock purchase rights attached to these 
debentures is by far the most interesting, an excerpt of the 
article of the Trust Agreement providing for stock purchase 
warrants may he given as an example, which at the same time 
will show in a general way the procedure connected with the use 
of stock purchase warrants attached to bonds of German 
companies floated in the United States. 


ARTICLE TIIIRD. STOCK PURCHASE WARRANTS 


Section 17. Every definite Bond shall have attached thereto, 
or be accompanied by, a Stock Purchase Warrant (detachable, if 
attached) in substantially the following form: 

(Form of Definite Stock Purchase Warrant) 
Right to purchase 
No. 18 or 17 Shares 


depending upon the time of exercise of such right, as provided below. 


ALLGEMEINE ÉLEKTRICITATS-GESELLSCHAFT 
(General Electric Company, Germany) 


Common Stock Purchase Warrant 
Void after 3 o'clock, р.м., December 1, 1930 


This Is To Certify that the undersigned has received, as Deposi- 
tary, and that at or before 3 o'clock, ».«., on December 1, 1930, 
but not thereafter, the Bearer hereof will be entitled to purchase 
shares of the Full Paid and Non-Assessable Common Stock (Stamm- 
aktien) of the Allgemeine Elektricitats-Gesellschaft (hereinafter 
referred to as the “Company ”), a corporation organized and existing 
under the laws of the German Reich, of the par value of 100 Reichs- 
marks, each, as such stock shall be constituted at the time of pur- 
chase, in the amounts, at the prices and on the terms and con- 
ditions following: 


266 AMERICAN LOANS TO GERMANY 


The Bearer may purchase Eighteen shares, at the price of 
$24 a share, until such time as there shall have been paid to the 
Depositary the purchase price, at such rate, of 42,480 shares of 
the said stock by holders of Warrants of like tenor and effect 
as this Warrant. 

Thereafter, the Bearer may purchase Eighteen shares, at the 
price of $26.50 a share, until such time as there shall have been 
paid to the Depositary the purchase price, at such rate, of 38,700 
shares of the said stock by holders of Warrants of like tenor and 
effect as this Warrant. 

Thereafter, the Bearer may purchase Eighteen shares, at the 
price of $29 a share, until such time as there shall have been 
paid to the Depositary the purchase price, at such rate, of 34,920 
shares of the said stock by holders of Warrants of like tenor and 
effect as this Warrant. 

Thereafter, the Bearer may purchase Eighteen shares, at the 
price of $31.50 a share, until such time as there shall have been 
paid to the Depositary the purchase price, at such rate, of 
32,400 shares of the said stock by holders of Warrants of like 
tenor and effect as this Warrant. 

Thereafter, the Bearer may purchase Seventeen shares, at the 
price of $34 a share, until such time as there shall have been 
paid to the Depositary the purchase price, at such rate, of 29,750 
shares of the said stock by holders of Warrants of like tenor and 
effect as this Warrant. 

In case of a change in the par value of the said stock, or in case 
of merger or consolidation of the Company with or into any other 
corporation or the sale by the Company of all, or substantially all, 
its assets, as more particularly set forth in a certain "Trust Agree- 
ment, dated December 1, 1925, executed between the Company 
and The National City Bank of New York, as Trustee, providing 
Íor an issue of $10,000,000, aggregate principal amount, of the 
Company's Fifteen-Year 614% Gold Sinking Fund Debentures, 
due December 1, 1940, the number and character of the shares of 
stock, or other securities or assets, which the Bearer shall thereafter 
be entitled to purchase shall be adjusted and determined as provided 
in Article Third of the said Trust Agreement. 

For this Warrant to be availed of, it must be surrendered, 
signed in the space provided therefor upon the reverse hereof, at 
the Head Office of the undersigned, No. 55 Wall Street, Borough of 
Manhattan, City and State of New York, not later than 3 o'clock, 
P.M., on December 1, 1930, accompanied by payment in ІШІ for the 


YIELD TO SUBSCRIBER 267 


shares covered thereby, at the price in effect at the time of the 
surrender hercof, as above provided, which payment may be made, 
at the option of the Bearer, either in cash or in the said Debentures 
with all unmatured interest coupons attached (which Debentures 
will be accepted by the undersigned, in lieu of cash, at a value 
equivalent to the principal amount thereof and accrued interest), 
or partly in cash and partly in such Debentures; provided, that the 
aggregate principal amount of the Debentures so surrendered, to- 
gether with the accrued interest thereon to the date of surrender, 
shall not exceed the purchase price of such shares. Upon the 
surrender of this Warrant, accompanied by payment, as above 
provided, certificates in bearer form for the number of shares of 
stock purchasable at the time of such surrender, as above provided, 
will be delivered by the undersigned with unmatured dividend 
warrants attached, but only out of certificates for the said stock 
deposited with the undersigned for such purpose; provided, that, 
anything hercin contained to the contrary notwithstanding, upon 
surrender of this Warrant prior to December 1, 1928, accompanied 
by payment for the number of shares purchasable at the time of 
such surrender, as herein provided, the Bearer will be entitled only 
to reccive a Trust Receipt of the undersigned evidencing his right 
to receive on and after December 1, 1928, but not before (except 
at the option of the Company), bearer certificates for such shares, 
and, in the meantime, to receive payments equal to dividends 
(if any) received by the Depositary upon a like number of shares of 
such stock; and, provided, further, that in case of the simultaneous 
presentment of Warrants with cash or Debentures, or both, to pay 
for stock, or in case there shall not be shares of stock available at 
the price tendered sufficient to meet the demands of any holder of 
any Warrant, or in case any other adjustment shall be required, the 
undersigned may make such apportionment, adjustment and deliv- 
ery of shares as it, in its absolute and uncontrolled discretion may 
deem proper, and it shall be under no liability for any failure on its 
part to deliver the full number of shares for which payment is 
tendered; and the holder hereof by acceptance of this Warrant 
expressly releases the undersigned from any claim or demand of 
any nature or kind with respect thereto. 

The holder of this Warrant shall not be entitled to any notice 
whatever from the Company or the undersigned. 

In case any controversy shall arise between the undersigned and 
the Bearer of this Warrant with respect to any matter concerning 
or in any manner connected with the exercise of any rights under 
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this Warrant, the undersigned shall be the sole arbiter of such 
controversy and its decision shall be final and binding upon such 
Bearer. 

This Warrant does not confer any voting power or entitle the 
holder to receive any dividends of any kind, or to any of the rights 
of a stockholder. The purchase right evidenced by this Warrant 
can be exercised only in its entirety. 

All rights under and by virtue of this Warrant shall pass and be 
transferred by delivery; and the delivery of this Warrant shall vest 
title thercto in the transferee to the same extent, for all intents 
and purposes, as in the case of the delivery under similar circum- 
stances of a negotiable instrument payable to bearer. The under- 
signed shall be entitled to treat the Bearer of this Warrant as the 
absolute owner hereof for all purposes and shall not be affected by 
any notice to the contrary. 

The National City Bank of New York, 
As Depositary, 
By 


Each such Stock Purchase Warrant shall be signed by or on 
behalf of the Trustee, as Depositary, and shall entitle the bearer 
thereof to purchase shares of the common stock (Stammaktien) of 
the Company, in the amounts, at the prices, and on the terms and 
conditions therein set forth. 


The aggregate number of shares purchasable at any one price, 
as therein and herein provided, is hereinafter referred to as a 
“Block of Stock." 


Section 19. At the time of the execution of this Agreement, the 
Company has deposited with the Trustee, as Depositary, certificates 
in bearer form for 178,250 shares of the Company's common stock, 
of the par value of one hundred Reichsmarks, each, full paid and 
non-assessable, which certificates the Trustee shall hold, as De- 
positary, and deliver from time to time to holders of Stock Pur- 
chase Warrants exercising their rights to purchase, as therein and 
herein provided, upon the payment of the purchase price of such 
shares and either upon the surrender to the Trustee of definitive 
Stock Purchase Warrants for the aggregate number of shares so 
purchased, or upon the presentation to the Trustee of the temporary 
Stock Purchase Warrant for the purpose of having noted thereon 
the number of such shares so purchased. 
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All share certificates delivered by the Trustee pursuant to the 
provisions of this Agreement shall have unmatured dividend 
warrants attached. 

Section 20. Тһе purchase price of any shares purchased pursuant 
to any Stock Purchase Warrant may be paid either in cash or in 
Bonds, or partly in cash and partly in Bonds; ... Any Bonds 
so surrendered shall forthwith be cancelled by the Trustee and 
delivered to or upon the written order of the Company. 

Any cash so paid, shall be applied by the Trustee to the pur- 
chase of outstanding Bonds, if obtainable in the exercise of reason- 
able diligence at prices not exceeding 100 per cent of the principal 
thereof and accrued interest, to such extent that the Bonds so 
purchased, when added to the Bonds (if any) surrendered to the 
Trustee in payment for stock, shall amount to $1,000,000, aggre- 
gate principal amount, for cach Block of Stock; provided, that such 
cash shall be applied to the payment of the purchase price of the 
Bonds so purchased, exclusive of accrued interest, and shall not 
be applied to the payment of any accrued interest thereon or any 
brokerage charges or other expenses connected therewith, the 
Company covenanting to pay such interest and expenses out of 
other funds; and, provided, that when the whole number of shares 
comprising any single Block of Stock shall have been purchased by 
the holders of Stock Purchase Warrants, as herein provided, the 
Trustee shall pay over to or upon the order of the Company, so 
much of the said cash as it shall not be necessary to reserve for the 
purchase of the number of Bonds hereby required to be purchased 
with respect to such Block; and, provided further, that any cash 
paid to the Trustee during any six-months period ending June 1 or 
December 1, as the case may be, which for any reason shall not be 
applied to the purchase of Bonds, as herein provided, during the 
period of six months next succeeding the period in which such cash 
was so paid, shall, at the end of such next succeeding period, be paid 
over to or upon the order of the Company. 

Section 22. Any Stock Purchase Warrant, the rights where- 
under shall not have been exercised, as therein provided, at or 
before 3 o'clock, р.м., on December 1, 1930, shall thereafter be void 
and of no effect, and such rights shall thereupon expire; and any 
stock which shall not have been purchased through the exercise 
of such rights shall thereupon be delivered by the Trustee to or 


upon the order of the Company. 
Section 25. In case at any time the par value of the shares of 
the common stock of the Company shall be changed, the number of 
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shares of such stock which the holders of Stock Purchase Warrants 
shall thereafter be entitled to purchase, upon the exercise of their 
rights thereunder, shall be proportionately increased or decreased, 
accordingly as the par value of such stock, as changed, shall be less 
or greater than one hundred Reichsmarks a share. 

In case at any time the Company shall! issue any shares of com- 
mon stock as a stock dividend, then, the number of shares of com- 
mon stock which the holders of Stock Purchase Warrants shall 
thereafter be entitled to purchase, upon the exercise of their rights 
thereunder, shall be increased in the same proportion as the then 
outstanding common stock of the Company was increased by the 
payment of any such stock dividend. 

In case of any consolidation or merger of the Company with or 
into any other corporation or corporations, or in case of any sale of 
all, or substantially all, the properties and assets, as an entirety. 
of the Company to another corporation, lawful provision shall be 
made as part of any such consolidation, merger or sale that, on the 
terms and in the manner herein provided, the holder of any Stock 
Purchase Warrant may thereafter purchase the same kind and 
amount of securities (including, in that term, stock of any class or 
classes) or assets, as may be issuable or payable upon such consolida- 
tion, merger or sale with respect to outstanding shares of the 
common stock of the Company equal in number to the shares of 
common stock of the Company purchasable by the terms of such 
Stock Purchase Warrant upon the exercise of the rights represented 
thereby, as herein provided. If any question shall arise with re- 
spect to the amount of securities or assets so purchasable, such 
question shall be determined by the Trustee, whose determination 
shall be binding upon the Company and any consolidating, merging 
or purchasing corporation and upon all holders of outstanding 
Stock Purchase Warrants. А certificate signed by any two Manag- 
ing Directors of the Company or of any such consolidating, merging 
or purchasing corporation, setting forth, in such detail as the 
Trustee may require, any fact or facts concerning any such con- 
solidation, merger or sale, may be received by the Trustee as 
conclusive evidence of such fact or facts and shall be protection to 
the Trustee for any action taken or omitted by it in reliance thereon; 
provided, that the Trustee may, in any instance, require such further 
evidence or make such further investigation as it may deem proper, 
and, if it shall not be satisfied of the propriety of any proposed 
action, may refuse, in its discretion, to take such action or to allow 
it. 
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The following table shows the total number of shares covered 
by the stock purchase warrants attached to bonds of American 


loans to Germany:® 


Мимвен HoRROWER 


15 Rudolph Karstadt...... 
28 |General Electric Co..... 
33 |Rheinelbe Union....... 
34 [Leonhard Tictz.... 

46 |Mansfield Mining and 
Smelting Co......... 
48 |Miag Mill Machinery Co. 
49 [Thyssen Iron Works. .. 
50 |United Steel Works Corp. 


MO telat да 


NUMBER OF 
SHARES 


45,000 
178,250 
250,000 

45,000 


45,000 
30,000 

2,500 
30,000 


625,750 


Par VALUE OF 
Each SuanE 


$9.52 
23.80 
23.80 
23.80 


11.90 
23.80 
238.00 
238.00 


TOTAL Par 
VALUE ОР 
SHARES 


$428,400 
4,242,350 
5,050,000 
1,071,000 


535,500 
714,000 
595,000 
7,140,000 


$20,676,250 


The total number of shares put at the disposal of the bond- 
holders was, 625,750 with a par value of $20,676 250. 


“Тһе table refers only to publicly offered loans and it may be incidentally 
mentioned that the $10,815,000 bonds of the United Steel Works Corpora- 
tion privately placed in August 1926, were accompanied by warrants en- 
titling cach holder of a $1,000 bond to purchase one share with a par value 


of $238 for $297.50. 


CHAPTER XI 
PROVISIONS FOR SECURITY 


Most of the state and municipal loans and some of the loans 
to public utility and to private industrial corporations are un- 
secured. But the great majority of the private German bor- 
rowers could not obtain a loan on their mere promise of repay- 
ment without any additional specific pledge. The more 
important securities, commonly used, are mortgages, pledges of 
assets (commodities, etc.) or revenues, guarantees, and restric- 
tions as to future loans and as to the payment of dividends. In 
many cases still other obligations, some of them of minor 
importance, are imposed in order to strengthen the security. 
All these pledges will be analyzed in this chapter, but with some 
limitations. Many loan agreements and indentures provide in 
great detail modifications of the security in case of the consolida- 
tion or merger of the borrowing company with another corpora- 
tion or in case of sale of property; they also comprehensively 
treat the remedies in event of default and contain other similar 
provisions which mainly confirm the rights which the creditor 
has anyway according to the law. None of such indirect. 
incidental, or merely interpretative securities will be included 
here. Nor will the provisions as to payment of interest or 
sinking fund instalments in advance of the date when they are 
due be discussed here, even if such payment is explicitly 
required as a security for the bonds, since all those obligations 
will be treated in Chapter XII. ` 

The pledges, of course, differ widely for the different groups of 
borrowers. It therefore seems advisable to discuss each group 


separately. 
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1. LOAN TO GERMAN REPUBLIC 


The service of interest and amortization of the entire Repara- 
tion Loan, including the American tranche, is: 

(1) A direct and unconditional obligation of the German 
government chargeable on all the assets and revenues of that 
government; 

(2) A specific first charge on all payments provided for under 
the Plan of the Dawes Committee to or for the account of the 
Agent-General for Reparation Payments, such charge being 
prior to reparation and other Treaty payments, which in turn 
have a specific precedence over the existing German debt; 

(3) A first charge by way of collateral security on the “соп- 
trolled revenues,” that is, the gross revenues of the German 
government derived from the customs and from the taxes on 
tobacco, beer and sugar, the net revenue of the German gov- 
ernment from the spirits monopoly and such tax (if any) as 
may hereafter be similarly assigned by the German government 
in accordance with the terms of the Final Protocol of the London 
Conference. 

The German government may not create any further charge 
upon the controlled revenues ranking prior to or equally with 
the charge created in favor of the bonds of the loan. 

The Reparation Commission (by decision of October 13, 
1924) has postponed in favor of the charges created in respect 
of the loan all reparation and other charges upon the payments 
to the Agent-General for Reparation Payments, including 
charges in respect of deliveries in kind or payments therefor, 
whether direct or through the operation of any reparation 
recovery act or decree. 


П. STATE AND MUNICIPAL LOANS 


The states and the municipalities, as a rule, had only to pledge 
their full faith and credit for the punctual performance of their 
obligations and to agree that if while any of the bonds are out- 
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standing they will pledge or mortgage any of their property 
or revenues to guarantee or secure any loan or obligation, the 
same security (or guaranty) shall apply to these bonds. The 
State of Bremen bonds (12) thus say: 


The State of Bremen has pledged its full faith and credit for the 
due and punctual performance of the obligations expressed in this 
Bond. 

The State of Bremen agrees that so long as any of the Bonds of 
this Loan are outstanding, neither it nor any entity or body under 
its control or in any way related to it, will pledge any of its assets or 
revenues as security for any loan or obligation, public or private, 
without securing the Bonds of this Loan equally and ratably there- 
with. 


The contract for this loan does not contain any further pro- 
vision as to security. The agreements on the municipal loans 
are, іп general, more explicit. That of the city of Dresden (24), 
for example, provides: 


The Loan constitutes a direct liability and obligation of the 
City which pledges its full faith and credit for the punctual pay- 
ment of the principal of and interest upon the Loan, in accordance 
with the terms of the bonds and oí this Agreement, and otherwise 
for the service of the Loan, and the City will incorporate annually 
in its budget of expenditure the sum necessary to meet in full the 
yearly service of the Loan, including interest, payment of principal 
and any expenses to be borne by the City under this Agreement. 

The City covenants that in case it should in the future issue any 
loan evidenced by bonds, notes or other obligations secured by 
pledge of or a mortgage or other charge on any of its revenues or 
assets, including any revenues or assets owned directly by the 
City or indirectly through stock ownership or otherwise, the bonds 
of this issue shall be secured by said pledge, mortgage or charge 
ratably with the bonds, notes or other obligations of such future 
issue or issues, and the City will forthwith upon the request of the 
Fiscal Agents of the Loan duly execute and deliver to them for 
the benefit of the holders and registered owners of the bonds of this 
issue, all such instruments and will do all such things as may be 
appropriate to assure to them the benefits of such pledge, mortgage 
or charge for the further security of their bonds. (Article Twelfth) 
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The agreement on the city of Heidelberg loan (17) somewhat 
alleviates this obligation: 
This restriction, however, shall not apply to or prevent the crea- 
tion or assumption, as the case may be, by the City of 
(a) purchase money mortgages upon real estate, if any, required 
by the city, the lien of which mortgages is limited to the acquired 


property, or 
(b) mortgages existing upon real estate, if any, at the time of 
the acquisition thereof by the City. (Article I, Section 1) 


The city of Cologne (9), on the other hand, agreed: 


that the total of its said obligations secured by a first lien or 
charge upon any of its assets or revenues or upon the assets or 
revenues of undertakings belonging to the City shall never exceed 
the sum of fifty million dollars or its equivalent in other currencies 
at par gold value including the bonds of this issue. 


While the general pledge to use the entire assets and the 
entire power of taxation for the debt service can hardly be 
considered as a security, the last mentioned clause in the agree- 
ment on the city of Cologne loan may be regarded as a specific 
pledge. Such specific pledges, but of a more important char- 
acter, are to be found in some other agreements on state and 
municipal loans: 

(a) Pledge of property. The State of Bavaria (13, 54), the 
Consolidated Municipalities of Baden (32), and the City of 
Duisburg (27) had to covenant that so long as any of the bonds 
are outstanding they will not dispose of any part of any of their 
enterprises, unless the entire net proceeds of such disposition 
are applied to the retirement of said bonds or to the acquisition 
of new properties of equal value and utility or new properties 
producing an income equal to that of those disposed of. The 
Trust Agreement on the serial loan to the State of Bavaria (13) 
thus provides: 

ARTICLE THIRD. SECURITY. 


Section 14. The indebtedness represented by the Bonds shall 
constitute and is hereby declared to be a direct and unconditional 
obligation of the Free State of Bavaria, chargeable upon all of the 
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assets and revenues of the State, and the State hereby pledges in 
the most solemn manner its full faith and credit for the due and 
punctual payment of the Bonds, both principal and interest, and of 
all amounts required for the service of the Bonds, and for the per- 
formance of all obligations of the State contained in this Agree- 
ment. ... 

Section 15. As further security for the full payment of the 
Bonds, both principal and interest and redemption premium (if 
any), and for the faithful performance of all other obligations which 
the State assumes under this Agreement, the Free State oí Bavaria 
hereby covenants and agrees that if, while any of the Bonds are 
outstanding, the State shall specifically mortgage or pledge any 
part of its property or revenues to secure any funded debt, the Bonds 
of this issue shall forthwith be secured by such pledge or mortgage 
equally and ratably with the other indebtedness thereby to be 
secured. 

As used in this Section 15, the term "funded debt" shall be 
taken to mean any indebtedness or liability; except, however, indebt- 
edness which matures within six months after the date of its crea- 
tion, and which is included in one of the following categories, to 
wit: commercial loans, bank loans, book credits, commercial drafts 
and acceptances, which are not represented by bonds or notes, and 
State Treasury promissory notes. 

The State further covenants and agrees that it will not dispose 
of all or any part of any enterprise constituting a part of the capital 
assets of the State, unless the entire net proceeds of such disposition 
are applied to the retirement of Bonds of this issuc or to the acquisi- 
tion of new properties of equal value and utility or new properties 
producing an income equal to that of those disposed of. 


(b) Pledge of specific revenues. The City of Heidelberg agreed 
to pay to the Depositary (Badische Girozentrale at Mannheim) 
the amounts necessary for the payment of interest and sinking 
fund “‘out of the receipts of the City from land taxes and trade 
taxes and industry and from income tax.”! 

The Loan Agreement further provides: 

So long as any of the Bonds are outstanding the City will maintain 


and enforce the sources of revenue aforesaid at such a rate as to 
produce at least as large gross receipts in the aggregate from such 


1 See Chapter XII. 
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sources as were produced therefrom in the calendar year 1924. 
If the said sources of revenue shall at any time, for any reason, be 
or become insufficient to produce such amount, the City agrees 
to allocate another source or sources of revenue for such deposit 
with the Depositary so that the total receipts from the allocated 
revenues shall at all times be maintained at the aforesaid minimum 
amount, 

The City will incorporate annually in its budget of expenses 
the sum needed to meet in full the yearly requirements for interest 
and sinking fund and other expenses to be borne by the City under 
this Agreement and in said budget will specifically allocate its 
revenues in accordance with the requirements of this Agreement. 

The City shall furnish monthly to the Trustee by registered letter 
a receipt or receipts signed by said Depositary acknowledging the 
deposit of the allocated revenues, which receipts shall specify that 
the said funds are held by the said Depositary under the terms of 
this Trust Agreement, and the City agrees that the said Depositary 
shall render semi-annual reports to the Trustee within sixty days 
after the 1st day of January and the 1st day of July in each year so 
long as any of the Bonds аге outstanding, showing all receipts by it 
as such Depositary hereunder and the payments made therefrom. 
The receipts hereinabove mentioned and the said statements shall 
be in form satisfactory to the Trustee. (Article 1, Section 2) 


(c) Guarantee. The Wurttemberg Associated Cities (18) had 
to offer as a security for their loan the guarantee of the State 
of Wurttemberg. "The agreement provides: 


The State agrees to and does hereby unconditionally guarantee 
unto the present and every future holder of any of the bonds the 
prompt and punctual payment of the principal of the bonds and 
the interest thereon and the premium payable in case of redemption 
when and as the same shall be and become due and payable accord- 
ing to the terms of the bonds and of this agreement, whether at 
maturity, on redemption, by acceleration of maturity or otherwise, 
and irrespective of the validity, regularity or enforceability of any 
of the bonds or of the coupons or claims for interest appertaining 
thereto or of any of the terms hereof or of any other circumstance. 
The State will at any time and from time to time cause to be duly 
executed in its name by the facsimile signatures of its Minister of 
the Interior and Minister of Finance and by the manual counter 
signature of another duly authorized representative its guarantee 
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substantially in the form hereto annexed as Annex B on any and 
all of the bonds deliverable hereunder, whether in temporary or 
definitive form and on any and all bonds deliverable under any of 
the provisions hereof in exchange for any of the bonds previously 
authenticated and delivered hereunder, and, if in the opinion of 
counsel for the Bankers necessary on the coupons attached to said 
bonds. The guarantees herein contained and endorsed on the 
bonds shall be unconditional and continuing guarantees by the 
State and shall remain in full force and effect irrespective of the 
existence or continuance of any obligation on the part of any of the 
Associated Municipalities upon the bonds or of the power or author- 
ity of the Associated Municipalities or any of them to issue the 
bonds or of any defense whatsoever that the Associated Munici- 
palities or any of them may or might have to the payment of the 
bonds, principal, interest or premium, or of the existence or con- 
tinuance of any of the Associated Municipalities as separate legal 
entitics; nor shall said guarantees be discharged or impaired by any 
act, failure or omission whatsoever on the part of the holders of the 
bonds or coupons or claims for interest thereto appertaining, 
including among other things any failure to present the bonds or 
coupons for payment or to demand payment thereon or to give 
notice of nonpayment thereof when and as the same may be due and 
payable, or notice of any failure on the part of the Associated Mu- 
nicipalities or any of them to do any act or thing or to perform or 
keep any covenant or agreement by them or it to be done, kept or 
performed under any of the provisions of this agreement or of the 
bonds, provided that the specific enumeration of the above men- 
tioned acts, failures or omissions shall not be deemed to exclude 
any other acts, failures or omissions though not specifically men- 
tioned herein, it being the purpose and intent of this agreement 
that the guarantee of the State shall be absolute and unconditional 
and shall not be discharged, impaired or varied except by the 
payment of the principal of and interest on the bonds and the 
premium thereon in case of redemption, and then only to the 
extent of such payment. (Article Third) 


The Annex B mentioned in the last article reads as follows: 


For VALUE RECEIVED, the State of Wurttemberg, Germany, 
hereby unconditionally guarantees to the holder of this Bond the 
due and punctual payment of the principal and interest thereof and 
any premium on the redemption thereof, in strict accordance with 
the provisions of said Bond. 
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In Witness WHEREOF the State of Wurttemberg has caused this 
Guarantee to be executed on its behalf with the facsimile signatures 
of its Minister of the Interior and its Minister of Finance and by the 
manual countersignature of the Consul General of the German 
Republic in the City of New York, United States of America, 
thereunto duly authorized. 


ПІ. LOANS TO PUBLIC UTILITY CORPORATIONS 


The long-term loan to the Berlin City Electric Company (68) 
is wholly unsecured. All other 18 loans to public utility cor- 
porations are secured by specific pledges, the most common 
being (a) mortgages, (b) guarantees, (с) pledges for mainte- 
nance and insurance of property, (d) limitations as to future 
loans, (c) restrictions as to dividends, (f) price provisions. 


(a) Mortgages 


Fourteen of the 19 public utility corporations loans are secured 
by mortgages. The only loans without such a security are the 
Rhine-Main Danube Corporation debentures (14), the Hamburg 
Electric Company debentures (19), the Sachsen-Anbalt Electric 
Company notes (35), the Berlin City Electric Company notes 
(39), and the Berlin City Electric Company debentures (68). 
The mortgages are either on all the properties of the borrowing 
corporations, or on their operating properties, or on most of 
their real property or on some parts of their various properties. 

Mortgages on all properties. The7 per cent bonds of the Saxon 
Public Works (6) are “secured by a valid first mortgage in favor of 
the Trustee upon all the real estate, coal mining rights and other 
franchises, rights licenses, easements, permits and privileges, 
and upon all office buildings, plants, structures, machinery and 
other properties now owned by the Company (subject only to 
certain existing liens upon certain properties to secure an 
aggregate indebtedness not exceeding 700,000 German Reichs- 
mark . . . ), and upon all property of every character whatso- 
ever hereafter acquired out of the proceeds of the Bonds." 
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Mortgages on all operating propertics. ‘The bonds of the 
Rhine-Westphalia Electric Power Corporation (21), the 615 
per cent bonds of the Saxon Public Works (52), and the bonds of 
the Berlin Electric Elevated and Underground Railways Com- 
pany (65) are secured by mortgages on all the operating prop- 
erties of the companies. The mortgage and trust indenture 
securing the bonds of the Rhine-Westphalia Electric Power 
Corporation defines operating properties as follows: 


^" 


The term, “operating property," used in connection with the 
Mortgages of the Companv and its Constituent Companies, shall 
mean all the important operating properties owned by such corpora- 
tions, including all real estate, buildings, power stations, sub- 
stations, transmission lines, gas plants, coal mines and thc like, 
but not including such small items of property as arc located on 
customers’ premises, nor non-operating properties such as employees’ 
houses. (Article First, Section 1) 


The mortgage and trust indenture securing the 6! 5 per cent 
bonds of the Saxon Public Works gives the same definition, but 
excludes in addition “certain coal properties now owned by the 
Company outside the Free State of Saxony." 

Mortgages on real property. The bonds of the Electric 
Power Corporation (7), the Westphalia United Electric Power 
Corporation (26), the Silesia Electric Corporation (37), the 
Stettin Public Utilities Company (47), the Oberpfalz Electric 
Power Corporation (55), and the Leipzig Overland Power 
Companies (57) are secured by a direct first lien on all or most 
of the real properties of the Companies. The Electric Power 
Corporation and the Stettin Public Utilities Company, for 
instance, also covenant to extend the lien of the mortgage to 
all real properties which they or their subsidiaries may hereafter 
acquire. 

Mortgages on various properties. The bonds of the Consoli- 
dated Hydro-Electric Works of Upper Wurttemberg (36) are 
secured by a mortgage on part of its real estate and certain 
additional conveyances of personal property (overland high 
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tension nets). The bonds of the Mannheim and Palatinate 
Electric Companies (53) are secured by a mortgage on the 
generating plant of the Mannheim Electric Company and by 
another mortgage on the generating plant and administration 
building of the Palatinate Electric Company, its transformer 
station at Mundenheim, together with switch stations, high 
tension lines, and certain transformers. The bonds of the 
German-Atlantic Cable Company (61) are secured by a first 
mortgage on the Emden-Azores Cable and by a mortgage on 
all land and equipment now owned or hereafter acquired by the 
Company for the construction or the operation of the said 
cable. The bonds of the Unterelbe Power & Light Company 
(62) are secured by a first mortgage on the company’s electric 
light and power property and a direct mortgage on the gas and 
water properties operated through Altona Gas & Water Com- 
pany, all of whose capital stock it owns. 

Foreclosure of "owner's mortgage.” Under the Industrial 
Charges Law of August 30, 1924, an owner can take out a mort- 
gage in his own name to the aggregate amounts which he has 
paid off the so-called Dawes Debentures. Most indentures 
securing the loans to public utility corporations provide that so 
long as any of the bonds remain outstanding, the corporation 
shall not register such owner's mortgage. 


(b) Guarantees 


Reich and States as guarantors. The German Reich and the 
State of Bavaria are guarantors for the debentures of the Rhine- 
Main-Danube Corporation (14), and the State of Saxony is 
guarantor for the Saxon Public Works bonds (6, 52). The 
agreement between the German Reich and the State of Bavaria, 
the Rhine-Main-Danube Corporation, and the Chase National 
Bank of the City of New York as Trustee thus says: 

The German Reich and the State of Bavaria severally and respec- 


tively, jointly and severally unconditionally guarantee to each and 
every halder of the Series A debentures, the due and punctual pay- 
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ment of the principal, premium and interest thereof and of the sink- 
ing fund mentioned therein and in the indenture, as and when said 
principal and premium and the several instalments of said interest 
and sinking fund become respectively due and payable, as provided 
in the Series A debentures and in the indenture; and the German 
Reich and the State of Bavaria hereby severally and respectively 
pledge their full faith and credit for the due and punctual pay- 
ment of the amounts aforesaid, and hereby severally and respec- 
tively, jointly and severally unconditionally covenant and agree 
that they and each of them will pay said principal, premium, in- 
terest and sinking fund in case of non-payment by the Corporation 
whendue. (Section 1) 


The indentures between the Saxon Public Works, the Free 
State of Saxony, and the National City Bank of New York 
throw an interesting light upon the legal basis of the State 
guarantee. The indenture securing the $15,000,000 7 per 
cent bonds (6) says: 


AND WHEREAS, by virtue of the Law of January 30, 1924. duly 
passed by the Saxon Legislature, the Saxon Ministry of Finance 
was authorized to transfer, and has transferred the brown-coal 
and mineral coal mines of the State and the electric power business 
of the State to the Company, all the capital stock of which is owned 
by the State, and was further authorized to guarantee for the State, 
as for its own debt, loans of the Company to an amount equal to 
two-thirds of the value of the net worth of the property of the 
Company; 

AND WHEREAS, the Court of Financial Accounts of the State 
has certified, by a certificate dated the 29th of January, 1925, that 
the amount of Fifteen Million Dollars in gold coin of the United 
States of America does not exceed two-thirds of the value of the 
net worth of the property of the Company; 

AND WHEREAS, by virtue of the said Law, and the authority 
vested in it, the Minister of Finance of the State has guaranteed 
and hereby guarantees unconditionally for the State, as for its own 
debt, the due and punctual payment of the principal, interest and 
premiums (if any) of and on the Bonds, and the payments to the 
Sinking Fund, in accordance with the provisions of the Bonds and 
of this Mortgage and Trust Indenture between the Company, the 
State and the Trustee, dated February 2, 1925, which guarantee is 
to be endorsed on each of the Bonds and executed by the facsimile 
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signature of the Minister of Finance of the State, countersigned by 
the autograph signature of the representative of the Ministry of 
Finance of the State, duly authorized thereto; . . . (Introduction) 


When a new loan to the Saxon Public Works was to be 
guaranteed by the State, the legislation had then to be changed. 
The indenture securing the $15,000,000 61% per cent bonds (52) 
says: 

AND WHEREAS, by virtue of the Law of January 30, 1924, duly 
passed by the Saxon Legislature, the Ministry of Finance of the 
State was authorized to guarantee for the State, as for its own debt, 
loans of the Company to an amount equal to two-thirds of the 
value of the nct worth of the property of the Company; 

AND WHEREAS, by virtue of a Law duly passed by the said Legis- 
lature on July 1, 1926, the Ministry of Finance of the State was 
authorized to guarantee for the State, as for its own debt, in addition 
to the loans authorized to be guaranteed by virtue of the said Law 
of January 30, 1924, the $15,000,000, aggregate principal amount, 
of General and Refunding Mortgage Guaranteed Gold Bonds, 644% 
Series Due 1951, of the Company, to be issued pursuant to the pro- 
visions of Section 16 of this Indenture; 

AND WHEREAS, by virtue of the said Laws, and the authority 
vested in it, the State has duly determined to guarantee all of the 
Bonds issued under this Indenture authorized to be guaranteed 
pursuant to the provisions of the said Laws, and for the purpose of 
evidencing such guaranty, in so far as the same relates to the pay- 
ment of principal of and interest on the Bonds, the Ministry of 
Finance of the State has duly determined to place upon each of the 
Bonds of the 614% Series Due 1951, an indorsement in substantially 
the following form, executed by a duly authorized representative 
acting for and on behalf of the Minister of Finance: 

For VALUE RECEIVED, the FREE STATE ОЕ SAXONY hereby 
unconditionally guarantees to the holder of the within Bond the 
due and punctual payment of the principal thereof at maturity 
and the due and punctual payment of the interest thereon as 
the same becomes due from time to time, in strict accordance 
with the provisions of this Bond and of the within-mentioned 
Indenture. (Introduction) 


Counties as guarantors. Fifteen counties in Wurttemberg 
are jointly and severally liable for the payment of the principal 
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and interest on the bonds of the Consolidated Hydro-Electric 
Works of Upper Wurttemberg (36). The bonds will constitute 
a primary obligation of the fifteen counties payable directly from 
taxation in the event that revenues of the Company should 
ever be inadequate. 

Industrial Corporation controlled by the Reich as guarantor. 
The entire outstanding capital stock of the Electric Power 
Corporation is owned by the United Industrial Corporation, all 
of the capital stock of which is in turn owned by the Reich. 
The bonds of the Electric Power Corporation (7) are uncon- 
ditionally guaranteed as to principal, interest, and sinking 
fund by endorsement on each bond by United Industrial Cor- 
poration and further by guaranty agreements between United 
Industrial Corporation and the Trustee of the loan. 

Other public utility companies as guarantors, The Berlin 
City Electric Company notes (39) are unconditionally guaran- 
teed by the Berlin City Gas Company. The Sachsen-Anhalt 
Electric Company notes (35) are guaranteed jointly and sever- 
ally by endorsement of the German Continental Gas Company of 
Dessau, and the Lower Rhine Light & Power Company of 
Rheydt. 

Another industrial corporation as guarantor. The Oberpfalz 
Electric Power Corporation bonds (55) are unconditionally 
guaranteed by endorsement by the General Electric Company, 
Berlin. 


(c) Afaintenance and Insurance of Property 


Practically all agreements and indentures provide that the 
borrowing company shall maintain its property in good con- 
dition and keep it insured. The indenture securing the 615 
per cent bonds of the Saxon Public Works (52), for instance, says: 


So long as any of the Bonds remain outstanding and unpaid, the 
Company will! at all times maintain, preserve and keep or cause to 
be maintained, preserved and kept, all the properties, buildings, 
structures, plants, transmission lines, apparatus, machinery, 
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tools and appliances, implements and equipment (other than con- 
struction work and equipment designed to be used only on con- 
struction), and other property belonging to the Company and to 
each Constituent Company, respectively, in thorough repair, 
working order and condition, and will, from time to time, make or 
cause to be made, any and all needful and proper repairs thereto 
and to every part thereof. (Section 26) 

So long as any of the Bonds remain outstanding and unpaid, the 
Company will keep or cause to be kept the property, buildings, 
machinery, apparatus, equipment, fixtures and stock of materials 
belonging to it and its Constituent Companies, respectively, insured 
in good and responsible insurance companies against loss or damage 
in such manner and to the same extent as has been usual in its 
business; and the Company will furnish or cause to be furnished to 
the Trustee, at least once in each calendar year, a detailed schedule 
of all insurance in force, certified by the competent official or officials 
of the Company and countersigned by two of its Managing Direc- 
tors. ‘The Trustee shall be under no responsibility to obtain any 
such schedule and shall have no duty with respect thereto. 

In case of loss or damage of any of the said properties, the 
Company will cause the proceeds of the insurance to be retained 
in the business of the corporation suffering such loss and to be 
applied either to the restoration of the destroyed assets or prop- 
erties, or the acquisition of similar assets or properties, or to the 
acquisition or purchase of other assets or properties to be used in 
such business. . . . (Section 31) 


(d) Limitations as to future loans 

All agreements on public utility loans contain limitations 
as to future loans. 

The indenture securing the 66 per cent debentures of the 
Berlin City Electric Company (68) merely provides that the 
company shall not mortgage or pledge any of its assets as security 
for any funded debt: 

The Company will not, while any of the Debentures are out- 
standing, voluntarily create, or suffer to be created, any lien or 
charge (including, without limitation, any mortgage, land charge, 
pledge or conveyance by way of security) upon or in respect of any 


of its property or assets, or that of any subsidiary engaged in the 
production, sale or distribution of electricity or in the manufacture 
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or sale of electrical equipment or appliances or engaged in any sim- 
jlar business, except (a) mortgages upon property purchased for 
the construction thereon of houses for employees of the Company 
where the proceeds of such mortgages are used for such construc- 
tion, and except (b) the pledge of quick assets to secure short-term 
loans incurred in the ordinary course of current business, and the 
Company will cause each such pledge of quick assets and each 
such mortgage upon property purchased for the construction of 
houses for employees to be cancelled forthwith upon the payment 
of the amount secured thereby. The Company will not, while 
any of the Debentures are outstanding, mortgage, pledge or assign 
by way of security any lease or franchise or any revenues or income. 
The Company will keep all of its assets free from the lien of any 
taxes, assessments or charges without expense to the Trustees or 
the Debenture holders, provided, however, that the Company shall 
have the right, by appropriate legal proceedings, to contest any 
such tax, assessments or charge, and pending such contest may 
delay or defer the payment thereof. (Article V, Section 3) 


The agreements on the Rhine-Main-Danube Corporation 
debentures (14) and on the Sachsen-Anhalt Electric Company 
notes (35) only impose the restriction usual for state and n:unic- 
ipal loans. The indenture securing the last mentioned notes 
thus says: 


Until all the Notes shall have been paid or the payment thereof 
provided for, the Company agrees that it will not create or suffer 
any subsidiary company . . . to create or execute any mortgage 
upon or make any pledge of or charge upon any part of its property 
unless by the terms of said mortgage or agreement of pledge or 
charge it shall be provided that all Notes issued under this Agree- 
ment shall be included in the indebtedness secured bv such mortgage 
or pledge and that all Notes outstanding hereunder shall be equally 
and ratably secured with the notes, bonds or other securities of 
whatever character which are to be secured by such mortgage or 

lge or charge, and the Company will insert appropriate pro- 
тө to this end in any such mortgage or agreement of pledge or 
гие by it so executed or made. 

his restriction, however, shall not apply to or prevent the 
‘reation or assumption, as the case may be, by the Company or any 

‚ subsidiary company of 


a 
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(a) purchase money mortgages upon real estate, if any, acquired 
by the Company, the lien of which mortgages is limited to the ac- 
quired property, or 

(b) mortgages cxisting upon real estate, if any, at the time of the 
acquisition thereof by the Company. (Article II, Section 1) 


The indenture securing the 7 per cent bonds of the Saxon 
Public Works (6) assures priority to those bonds before any 
other future mortgage: 


So long as any of the Bonds remain outstanding and unpaid, the 
Company will not execute any mortgage upon or make any pledge 
of its properties and assets, either real, personal or mixed, unless 
such mortgage or agreement of pledge shall provide for the security 
of the Bonds issued under this Mortgage and Trust Indenture in 
priority to the bonds, notes or other obligations or liabilities of what- 
soever character which are to be secured by such mortgage or pledge. 
(Section 17) 


The trust agreement on the Hamburg Electric Company loan 
(19) says more explicitly: 


Until all the Debentures shall have been paid or the payment 
thereof provided for, the Company: — (a) will not after November 
1, 1925, execute any mortgage upon or make any pledge of or other 
special charge on any part of its properties or assets, either real or 
personal, unless by the terms of such mortgage or agreement of 
pledge or charge it shall be provided that all Debentures issued 
under this agreement shall be included in the indebtedness secured 
by such mortgage, pledge or charge, and that all Debentures issued 
hereunder shall be secured in priority to the debentures, bonds, 
notes or other obligations or liabilities of whatsoever character 
which are to be secured by such mortgage, pledge or charge and the 
Company will insert appropriate provisions to that effect in any 
such mortgage or agreement of pledge or charge by it so executed 
or made, provided that the provisions of this subdivision (a) shall 
not apply to the so-called Dawes Debentures, as provided in the 
Industrial Charges Law of August 30, 1924, of the Republic of 
Germany; (b) will not, after November 1, 1925, grant or create any 
advantage or advantages such as subscription rights or conversion 
privileges, but not applying to interest, with respect to any obliga- 
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tions of the Company to any creditor of the Company residing or 
existing outside of the Republic of Germany, unless by the terms of 
the instrument granting or creating such advantage or advantages 
it shall be provided that the Debentures issued hereunder shall share 
such advantage or advantages equally and ratably with the obliga- 
tions in respect to which such advantage or advantages were 
granted or created, and the Company will insert or cause to be in- 
serted appropriate provisions to that effect in any such instrument 
granting or creating such advantage or advantages; (c) will not 
increase or permit or suffer to be increased in priority to the Deben- 
tures issued hereunder any royalty, charge or other compensation 
payable by the Company to the State of Hamburg, and the Com- 
pany represents and agrees that on November 1, 1925, all royalties, 
charges or other compensation payable to the State of Hamburg 
rank equally with other debts and obligations of the Company 
and with the Debentures issued hereunder; (d) will not register an 
owner's mortgage within or to the amount represented hy the 
amount of so-called Dawes Debentures which it shall have redeemed 
or repaid, as allowed by Article 64 of the said Industrial Charges 
Law of August 30th, 1924; (e) will not without the written consent 
of the holders of three-fourths of the principal amount of the 
Debentures issued hereunder then outstanding, guarantee the pay- 
ment of the principal of or interest on any securities which are 
obligations of any individual, copartnership, association, corpora- 
tion, government or political subdivision of any government, or 
the dividends on stocks of other corporations; and (f) will not 
voluntarily create or suffer to be created any judgment, mechanic's 
lien and/or material-man's lien or any other lien or encumbrance 
which would be a lien upon the property of the Company or any 
part thercof, and within ninety days after the same shall accrue 
it will pay or discharge, or will cause to be paid or discharged, or will 
make adequate provision to satisfy and discharge the same, pro- 
vided that nothing in this section shall require the Company to 
pay any such lien or judgment so long as it shall, in good faith, 
contest the validity thereof. 

This section, however, shall not apply to or prevent the creation 
or assumption, as the case may be, by the Company of (a) purchase 
money mortgages upon real estate, if any, acquired by the Com- 
pany which purchase money mortgages are limited to the acquired 
property, or (b) mortgages existing upon real estate, if any, at the 


time of the acquisition thereof by the Company. (Article Third, 
Section 7) 
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The same trust agreement contains also detailed provisions 
as to the issuc of additional securities: 


Until all of the Debentures shall have been paid or the payment 
thereof provided for, the Company covenants (a) that it will not 
issue any securities that are obligations of the Company (herein- 
after in this Article sometimes referred to as “additional securities ’’) 
in addition to the Debentures issued hereunder, whether or not 
such additional securities are secured by a mortgage, pledge or 
other lien upon any propertics and/or assets of the Company, 
unless the net earnings of the Company . . . for the twelve consecu- 
tive calendar months within the fifteen calendar months imme- 
diately preceding the date of the delivery to the Trustee of the 
various certificates and documents . . . shall have been in each case 
noL less than three and one-half times the total annual interest 
charges on all funded obligations of the Company then outstanding, 
including the so-called Dawes Debentures, the Debentures issued 
hercunder and including the additional securities then to be issued; 
(b) that it will not issue such additional securities which are obliga- 
tions to an aggregate principal amount which taken together 
with the so-called “Dawes Debentures” and the Debentures 
issued hereunder and any other additional securities thereto- 
fore issued shall be in excess of sixty per cent of the then 
fair value of its plants... plus sixty per cent of the actual 
cost of all additions, betterments and/or improvements . . . thereto 
or thereupon proposed to be made from the proceeds of such pro- 
posed additional securities; and (c) that it will not create or issue 
any such additional securities to a principal amount which would 
cause its total funded indebtedness, including the aforesaid so- 
called “Dawes Debentures,” after the issuance thereof to exceed 
the total par amount of its outstanding share capital. (Article 
Eighth, Section 1) 


'The indenture securing the bonds of the Mannheim and 
Palatinate Electric Companies (53) contains the following 
provision: 


The Companies will not, while Bonds are outstanding, pledge 
or assign by way of security for any indebtedness of, or claim 
against, either of the Companies, any income under any contract 
of either of the Companies with any state or municipality or with 
any customer of either of the Companies, unless the Companies 
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shail secure the Bonds by a lien upon such income prior to the lien 
securing the other indebtedness or claim thereby to be secured. 
(Article V, Section 10) 

So long as neither Company shall be in default hereunder, each 
of the Companies shall have the right, from time to time, to cause 
to be entered, upon any part or all of the property of such Com- 
pany subject to the lien of this Indenture, additional mortgages 
and/or land charges, ranking equally and ratably with the lien of 
the land charges and/or mortgages held by either or hoth of the 
Trustees for the security of the Bonds, to secure any other debt or 
obligations of such Company, provided (1) that the amount of all 
the land charges and/or mortgages upon any property of such Com- 
pany subject to the lien of this Indenture, together with the amount 
of all other mortgages and land charges (including liens created 
under the Dawes Plan) which, after the entry of such additional 
liens will rank equally with or prior to the lien of this Indenture, 
shall not be greater than one-half of the fair value of the mortgaged 
assets belonging to such Company . . . and (2) that the net earnings 
of such Company . . . during the next preceding fiscal year of such 
Company shall have been at least one and three quarters times the 
maximum annual interest and amortization charges . . . on all 
indebtedness of such Company then outstanding and on the in- 
debtedness to be secured by the additional liens thus to he entered 
and (3) the Companies shall have complied with the further con- 
ditions set forth in this Article LX. (Article IX, Section 1) 


Such agreements as to additional issues are usual when a part 
only of the total authorized amount has been issued. The 
indenture securing the first $5,000,000 bonds of the Electric 
Power Corporation (7) provides that additional bonds may be 
issued as follows: 

$5,000,000 at any time upon the basis of the present proper- 
ties; 

$15,000,000 from time to time against 50 per cent of the cost or 
fair value, whichever is less, of property additions mortgaged as 
security for all bonds issued under the indenture and subject to 
no prior liens or encumbrances, provided net operating earnings 
of the Company after deduction for taxes, rentals, insurance, 
maintenance, repairs, normal depreciation, and all reserves 
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necessary and proper in the conduct of its business have been, 
for a period of twelve consecutive calendar months within the 
next preceding fifteen calendar months, at least three times the 
interest charges on all bonds then outstanding and those pro- 
posed to be issued. 

The indentures securing the Rhine-Westphalia Electric Power 
Corporation bonds (21), the Westphalia United Electric Power 
Corporation bonds (26), the Silesia Electric Corporation bonds 
(37), the Leipzig Overland Power Companies bonds (57), and 
the Unterelbe Power & Light Company bonds (62) contain 
similar provisions, the minimum aggregate net earnings in the 
case of the Leipzig Overland Electric Companies being, how- 
ever, fixed at 13% times only the annual interest and sinking 
fund charges. 


(e) Restrictions as to dividends 


Some agreements provide that so long as any of the bonds 
remain outstanding and unpaid, the company will not pay any 
dividend except out of net earnings resulting from the operations 
of the company subsequent to the last business year preceding 
the issue of the loan. The indenture securing the 7 per cent 
Saxon Public Works bonds (6) thus provides: 

So long as any of the Bonds remain outstanding and unpaid, the 

Company will not declare or pay any cash dividend on its Capital 


Stock, except out of net earnings resulting from the operations of 
the Company subsequent to December 31, 1924. (Section 19) 


According to the trust agreement on the Hamburg Electric 
Company debentures (19), the Company may also apply a 
special reserve to the payment of dividends: 


Until all of the Debentures shall have been paid or the payment 
thereof provided for, the Company will not declare or distribute 
any dividends on its capital stock, except that dividends may be 
declared and distributed out of the balance of earned profits for the 
fiscal year 1925-1926 carried forward from the fiscal year 1924- 
1925, and out of net earnings made after July 1, 1925 (and out of a 
special reserve known as Reserve Number 2, consisting of 4,391,464 
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Reichmarks) which net earnings have been put aside after all legal 
reserves and adequate depreciation allowances have been made. 
(Article Third, Section 11) 


(f) Provisions as to rates charged by the companics 


The borrowing companies, as a rule, are free as to the methods 
by which they will raise the money necessary for the debt 
service. The trust agreements on the bonds of the Consolidated 
Hydro-Electric Works of Upper Wurttemberg (36) and of the 
Leipzig Overland Power Companies (57), however, contain рго- 
visions as to the rates and charges to be established fur electric 
light or power. 


(36) The Company covenants and agrees that so long as any of 
the Bonds are outstanding it will not initiate or permit the estab- 
lishment of rates and charges for electric light ог elec'ric power 
furnished by it which will not produce for the Company annual 
net earnings after operating expenses including adequate mainte- 
nance charges but before depreciation applicable 10 the payment of 
interest and sinking fund upon its entire outstanding funded debt 
(including the Bonds issued hereunder) at least equal to one and 
one half times such annual interest and sinking fund charges. 
(Article V, Section 13) 

(57) The Companies covenant and agree that until all the 
Bonds and the interest due thereon shall have been paid or the pay- 
ment thereof provided for, they will not initiate or permit the 
establishment of any rates and charges for electric light or electric 
power furnished by them which will not produce for the Com- 
panies annual aggregate net earnings, after deducting all operating 
expenses including adequate maintenance charges and also the 
charges under the Dawes Plan, but before depreciation, applicable 
to the payment of interest and sinking fund upon the Bonds at 
least equal to two and one halí times the annual interest and 
sinking fund charges with respect to the Bonds as in this Agree- 
ment provided. (Article V, Section 16) 


(g) Other Securities 
Some agreements involve still other securities. The Leipzig 
Overland Electric Power Company (57) thus had to pledge 
all of the capital stock of the Leipzig Lignite Works in Kulkwitz. 
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The trust deed securing the bonds of the German-Atlantic 
Cable Company (61) which obtained a $4,000,000 loan for the 
construction of the Emden-Azores cable, offers an especially 
large variety of security provisions. The more important ones 
may here be quoted in full in order to give the reader an op- 
portunity of judging them in their totality: 


As security for the obligations entered into hereunder, the 
Company is liable with its entire income and present and future 


property. (Bond) 

The Company hereby agrees to pledge and mortgage in accor- 
dance with the requirements of German law, unto the Trustee, and 
its successors in the trust hereby created, and its and their assigns, 
all and singular the following described propertics and rights of the 
Company, viz.; 

First: All that certain raw material suitable and available for 
use in the manufacture of the necessary plants and lines for the 
transmission of messages by cable between the Island of Borkum 
near the City of Emden, Germany, and the Azores Islands, now in 
the possession of the Company at Nordenham, Germany, or else- 
where, and represented by the Company to be of a value at current 
market prices of at least $900,000 gold coin of the United States of 
America; 

SECOND: Also, all lands and interests in lands, and all plants, 
cable stations, buildings, structures, and improvements, and all 
fixtures, machinery, equipment, appliances, apparatus, furniture, 
raw materials and materials in process of manufacture, and all 
other property oí every name and nature, now owned or which at 
any time hereafter may be acquired by the Сомраму, for the con- 
struction of said Emden-Azores Islands cable, or entering into, to be 
connected with, to become part of or appurtenant to, or to be used 
in the operation thereof, wherever said property may be situated; 

Титар: Also, all that certain cable, when and as constructed, 
laid, landed, connected, and completed ready for operation by the 
Company between the Island of Borkum near the City of Emden, 
Germany, and the Azores Islands, together with all the rights, 
privileges, licenses, and franchises of the CoarPANY to construct, lay, 
land, equip, connect, maintain, and operate the same, and in con- 
nection therewith, and all cable stations, plants, buildings, struc- 

tures, and improvements and all fixtures, machinery, cquipment, 
appliances, apparatus, and furniture, and all real property and in- 
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terests therein and rights of way, and all other property of every 
name and nature, connected with, part of, appurtenant to, or used 
in the operation of said cable, wherever said property may be 
situated, now owned or which may be hereafter acquired by the 
Company; 

Fourti: Also, all the rights and privileges of whatever descrip- 
tion, which the Company now has, ог may hereafter acquire or 
become entitled to (but no liabilities), in and under and to the con- 
cession granted or to be granted by the Government of Germany 
for the landing and operation of said Emden-Azores Islands cable; 
and in and under and to any all other concessions, grants, franchises, 
undertakings, and declarations of the Government of Germany, 
referring to, necessary or proper for, or applicable to the construc- 
tion, laying, landing, equipment, connection, maintenance and 
operation of said cable, or to this indenture, or to the principal and/ 
or interest of the bonds issued hereunder; 

Fret: Also, all the rights and privileges of whatever description, 
which the Company now has, or may hereafter acquire or become 
entitled to (but no liabilities), in and under and to that certain 
traffic agreement executed or to be executed with the Govern- 
ment of Germany, relating to the operation of a cable between 
Germany and the Azores Islands, and in and under and to all agree- 
ments between the Company and the Commercial Cable Com- 
pany and The Western Union Telegraph Company, jointly and 
severally which assure the turther transmission of telegrams from 
the Azores Islands to New York, and vice versa, and in and under 
and to any and all other agreements with any party referring to, 
necessary or proper for, or applicable to the construction, laying, 
landing, equipment, connection, maintenance, and operation of 
said cable, or to this indenture or to the principal and/or interest 
of the bonds issued hereunder; 

Srxtu: Also, all cash which may, from time to time, hereafter be 
delivered to the Trustee by the Company, as and for additional 
or substituted security hereunder, pursuant to the provisions of 
Subdivision C of Section 3 of ARTICLE OnE hereof; and the Trustee 
is hereby authorized at any and all times to receive any such cash, 
as and for additional or substituted security hereunder, and to 
hold, pay out, apply, and deliver the same subject to the terms here- 
of. 

The specific description or mention of property or rights of any 
class or character hereinbefore made is not intended to exclude and 
shal! not be construed as excluding any other property or rights of 
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the same or any other class or character connccted with, part of, 
appurtenant to, or used in the operation of said cable. (Introduc- 
tion) 

The Trustee shall authenticate and deliver bonds to the Сом- 
PANY, or upon the written order of the Company signed in its 
name by two of the present or future Managing Directors of the 
Company, only at the following times and only in the following 
amounts: 

А. When and as the Company shall furnish to the TRUSTEE, а 
certificate of an Engineer, designated by the Trustee for such 
purpose, to the effect that the manufacture and construction of 
the cable plants and lines, pledged and to be pledged hereunder 
has been commenced and is in progress under a construction con- 
tract with the manufacturers of the cable, which contract shall 
provide that the work shall be done under the direction and to the 
satisfaction of said Engineer, together with an opinion of counsel 
(who may be of counsel to the Company), satisfactory to the 
‘TRUSTEE to the effect that all such proceedings have been taken as 
shall be necessary or proper to pledge to the TRUSTEE under this 
indenture, all the right, title, and interest of the Company in and 
10 the raw materials theretofore acquired including the raw matec- 
rials hereinbefore described in Paragraph First of the pledging 
clauses of this indenture for the manufacture and consiruction of 
the cable plants and lines, pledged and to be pledged hereunder, 
in the condition in which it shall be at such time; then and thereafter 
from time to time, the Trustee shall authenticate and deliver 
Bonds of such principal amounts as, at the rate of eighty-seven 
per centum of the face value of said Bonds, equal the respective 
amounts certified to the Trustee from time to time by the Engineer 
as due the Manufacturers under the said construction contract, 
and as due for German taxes, engineer services, equipment includ- 
ing building, apparatus, financial and underwriting expenses and/ 
or miscellancous expenses, all incident to the construction of said 
cable, not exceeding, however a total amount of $4,000,000 par 
value of said bonds, provided however, that in the event that any 
bonds shall have been withdrawn prior to such times, pursuant to 
the provisions of subdivision C of this Section 3; then the TRUSTEE 
shall authenticate and deliver bonds only to the extent provided 
in said subdivision C of this Section 3. 

B. When and as the Company shall furnish to the TRUSTEE а 
certificate of an Engineer, designated by the TRUSTEE for such 
purpose, to the effect that the cable plants and lines, pledged and 
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to be pledged hereunder, are complete and ready for operation, 
and of the good electrical condition of said cable, together with an 
opinion of counsel (who may be of counsel to the Comvany), satis- 
factory to the TRUSTEE, to the eilect that all such proceedings have 
been taken as shall be necessary or proper to pledge to the TRUSTEE 
under this indenture all the right, title, and interest of the Сом- 
PANY in and to all the property, pledged and intended to be pledged 
hereunder, so as to make this indenture the valid and binding 
obligation of the CowPaxv, in accordance with its terms, and in 
accordance with the laws of Germany then in force; then, at such 
time, the TRUSTEE shall authenticate and deliver the remaining 
bonds of the total issue of $4,000,000 provided for by this indenture, 
which have not theretofore been issued under the provisions of sub- 
division A of this Section 3; provided, however, that in the event 
that any bonds shall have been withdrawn prior to such time, 
pursuant to the provisions of subdivision C of this Section 3, then, 
the TrusTEE shall authenticate and deliver bonds only to the extent 
provided in said subdivision C of this Section 3. 

C. Or, the TRUSTEE shall have the right to authenticate and 
deliver to the Company, or upon the written order of the COMPANY 
signed in its name by two of the Managing Directors of the Com- 
PANY, and the Сомрлху shall have the right at any time to with- 
draw all or, from time to time, any of the bonds of this issue, upon 
the written request of the Cowrany signed іп its name by two of its 
Managing Directors, and upon the substitution for the bonds, so 
authenticated and delivered, of cash, in lawful money of the United 
States of America, to an amount equal to eighty-seven, per centum 
of the principal amount of the bonds so withdrawn. Cash so sub- 
stituted for any of the bonds so withdrawn shall be held by the 
TRUSTEE, as and for additional or substituted security hereunder, 
until paid out, and/or applied, and/or delivered, from time to time, 
in lawful money of the United States of America, by the TRUSTEE 
to the CosrPANY, or upon the written order of the Company signed 
in its name by two of the present or future Managing Directors of 
the СомрАхү, at the following times and in the following amounts. 

Cash so substituted for any of the bonds so withdrawn shall 
be paid out, and/or applied, and/or delivered, at the times and 
on the certificates and opinions, specified in subdivisions A and B 
of this Section 3, and in lieu of bonds so specified to be authen- 
ticated and delivered at such times at the rate of $87.00 in cash 


for each $100.00 principal amount of bonds. (Article One, 
Section 3) 
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So long as any of the bonds shall remain unpaid, the net tangible 
assets of the Company shall equal at least one hundred and seventy- 
five per cent. of the principal amount of the then outstanding 
bonds. (Article ‘Three, Section 3) 

At its own cost and expense, the Company will do or cause to 
be done all things necessary to preserve and keep in full force 
and effect all its rights and privileges under said concessions, agree- 
ments, and undertakings, and will diligently preserve all rights 
and privileges granted to it and on it conferred by law or other- 
wise, and will comply with all laws of Germany and of all other 
countries and places wherein may be situated any of the trust 
estate, and will not knowingly do or suffer any matter or thing 
whatsoever whereby the indebtedness evidenced by the bonds, or 
the security therefor, might or could be lost or impaired. (Article 
‘Three, Section 10) 


1У. LOANS TO PRIVATE INDUSTRIAL CORPORATIONS 


The second loan to the United Industrial Corporation (67), 
the stock of which is owned by the German government, is 
wholly unsecured. All other 14 loans to private industrial 
corporations are secured by specific pledges. ` The main differ- 
ences from the pledges for the loans of public utility corporations 
are that pledges of commodities, which are quite unimportant 
and so to speak only annexes of mortgages in the case of loans to 
public utilities, play a conspicuous part especially in the earlier 
loans to industrial corporations, and that on the other hand 
morigages are less frequent and less comprehensive, guarantees 
quite unusual, and provisions as to prices to be charged for the 
borrower's services altogether lacking. The most common 
pledges in the case of industrial corporation loans are (a) mort- 
gages, (b) pledges of commodities, (c) pledges for maintenance 
and insurance of property, (d) limitations as to future loans, (e) 
restrictions as to dividends. 


(a) Mortgages 


Eight of the 15 loans to private industrial corporations are 
secured by mortgages. In apparently no case is such a mortgage 
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against all the properties of the corporation. It is, as a rule, 
merely оп part of the real property. The 7 per cent bonds of the 
Thyssen Iron and Steel Works (3) are secured by mortgages on 
parts of their mining real and property estate. Тһе 7 per cent 
bonds of the Good Hope Steel and Iron Works (23) are secured 
by mortgages on part of their property (premises, plants, equip- 
ment, property, rights, interests, and privileges). The 6 per 
cent bonds of the United Industrial Corporation (30) are 
secured by mortgages on two hydro-electric plants. The 7 per 
cent bonds of the Rheinelbe Union (33) are secured by a closed 
mortgage on all of the fixed assets of the companies (except 
rolling stock, portable machinery, etc.). The 7 per cent bonds 
of the Ilseder Steel Corporation (44) are secured hy mortgages 
on all the important operating properties (including real estate, 
mines, railroads, rolling stock, buildings, plants, machinery, and 
equipment) of the corporation and two subsidiaries (a rolling 
mill and a coal mine). The 7 per cent Mansfeld Mining and 
Smelting Company bonds (46) are secured by mortgages on real 
property “now owned by the Company and the respective 
Subsidiaries and, with minor exceptions, constituting all of 
the fixed property of the Company and the Subsidiaries.” The 
7 per cent Miag Mill Machinery Company bonds (48) are 
secured by a mortgage on part of the real property (six plants) 
of the Company. The 615 per cent bonds of the United Steel 
Works Corporation (50) are secured by mortgages on practically 
all Из fixed assets (including real estate and coal reserves). 

Many indentures securing loans to private industrial corpora- 
tions (4, 28, 30, 46, 50, 58) provide in addition that so long as any 
of the bonds are outstanding the corporation shall not take ad- 
vantage of Article 64 of the German Industrial Charges Law to 
register an owner’s mortgage in or to the amount represented 
by the amount of any so-called Dawes-Debentures, which it 
shall have redeemed or repaid. The indenture securing the 
Ilseder Steel Corporation honds (44) allows such registering of 
an owner's morigage under certain conditions: 
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The Company specifically covenants that, so long as any of the 
Bonds remain outstanding and unpaid, it will not take advantage 
nor permit any Constituent Company to take advantage of Article 
64 of the Industrial Charges Law of August 30, 1924, to register 
an owner's mortgage with respect to any amount represented by 
the Industrial Debentures which it shall have redeemed, if the lien 
of such owner's mortgage would rank prior to or pari passi with, 
the liens of the Mortgages securing the Bonds issued hereunder. 
(Section 22) 


The agreements on some other loans (3, 33, 48) contain a 
similar provision. 


(b) Pledge of Commodities 


The $10,000,000 five-year merchandise-secured Krupp notes 
(2) are secured exclusively by merchandise and raw material in 
salable form, transferred to the Trustee, having a value at cost 
or market, whichever is lower, at least equal to 150 per cent of 
the principal amount of the notes at the time outstanding. The 
main provisions of the indenture or deed of transfer between 
the company and the Trustee (Dresdner Bank in Berlin) are as 


follows: 


1... As security for the entire liabilities and obligations resulting 
from or at any time arising out of the Agreement and the Notes and 
coupons to be issued thereunder, as therein provided, Krupp makes 
over to Dresdner the raw materials and merchandise in salable 
form being on stock at the Krupp works at Essen and Rheinhausen, 
as per schedule annexed hereto and marked “Exhibit B," and 
having a total valuc of at least sixty-three million gold marks, and 
of at least fifteen million dollars, at cost or market whichever is 
lower. Krupp and Dresdner have agreed and do hereby agrec that 
the title in and to such raw materials and merchandise herewith 
passes to Dresdner. Krupp represents and guarantees that all of 
the raw material and merchandise so transferred is the sole and 
exclusive property of Krupp and is in no way encumbered by any 
claims of any third persons or parties. 

2. In licu of physical delivery of the raw material and merchan- 
dise so transferred to Dresdner, there will be substituted, in accord- 
ance with Paragraph 930 of the German Code of Civil Law, 


300 AMERICAN LOANS TO GERMANY 


Krupp's undertaking, which it hereby gives, to Есер such raw 
material and merchandise in custody for Dresdner with such care 
as is requisite and customary in commercial practice and without 
any charge or compensation for so doing. 

3. With regard to the custody and safckeeping of the raw material 
and merchandise thus transferred to Dresdner, the following points 
are agreed upon: 

(a) The raw materials and merchandise thus transferred are 
continuously to be kept in special enclosures and places of deposit 
which shall at all times be marked and identified at their entrances 
by the inscription in German “Property of Dresdner Bank, as 
Trustee for the American Loan of 1924.” Such special localities 
or places of deposit shall, so long as any goods made over to 
Dresdner are kept therein, be under the exclusive control of the 
"Trustee, subject only to such rights in Krupp as arc in this Agree- 
ment elsewhere provided for. Such further inscriptions and 
signs will be set up as Dresdner may reasonably require in order 
to evidence the transfer to it of such merchandise and raw 
materials. 

(b) Into these special enclosures and places of deposit so 
marked, Krupp shall not bring any merchandise or raw material 
not made over to Dresdner, nor will Krupp intermingle the raw 
material and merchandise made over to Dresdner with raw 
materials or merchandise belonging to others or encumbered 
with claims of third parties. The presence of any raw material 
or merchandise in such enclosures or places of deposit shall be 
conclusive evidence as between Krupp and Dresdner that such 
raw material and merchandise are transferred to Dresdner 
pursuant to this agreement. 

(c) Krupp's central office will keep a special book bearing 
the designation in German “Merchandise and raw material 
belonging to Dresdner Bank, as Trustee for the American Loan 
of 1924" so as distinctly to specify in reasonable detail the stocks 
of merchandise and raw material transferred to Dresdner. 

(d) Dresdner is entitled to have its agents at all time given 
access to and opportunity to inspect the enclosures and places 
where the merchandise and raw materials thus transferred are 
deposited, and they may examine and make copies of or extracts 
from the aforesaid book in order to ascertain that the actual 
stock and the entries in the book are in conformity and that the 
stock of merchandise and raw material made over is at all times 
in the enclosures and places set aside for them. 
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(e) Krupp will require the officials of its office for the control 
of accounts to furnish to Dresdner at any time immediate infor- 
mation as to the status of the stock of goods transferred and as to 
the contents of the book described in paragraph (d), and also of 
any ather books or documents or accounts on which the keeping 
of this book is based, and if requested Krupp will place before 
such agents of Dresdner all documents containing information 
and evidence requisite to establish details as to the stocks of raw 
material and merchandise so made over, and also, among 
other things, the cost to Krupp of such stocks of goods. The 
Krupp office for the control of accounts will by periodic inspec- 
tions, taken at random, verify the correctness of the state of the 
stocks made over and their being in conformity with the entries 
in the book mentioned in paragraph (d), and reports showing 
the result of these inspections will regularly be sent to Dresdner. 
Such inspections must be made at least at ten different places in 
cach month. Dresdner is entitled, through its agents, to be 
party to these inspections without thereby prejudicing its inde- 
pendent right of individual verification and supervision as herein 
otherwise provided for. 

(f) Krupp covenants to keep the merchandise and raw material 
transferred to Dresdner, in so far as they are subject to damage 
bv fire, fully insured against damage by fire with responsible 
concerns satisfactory to Dresdner. Insurance on merchandise 
and raw material transferred to Dresdner shall be payable to 
Dresdner in the event of loss, but insurance moneys received by 
Dresdner may, within ninety days after receipt by Dresdner, 
be paid back to Krupp in the event that Krupp shall make 
good the loss through fire by making over to Dresdner additional 
merchandise and raw material; otherwise the insurance moneys 
shall be paid by Dresdner to the National Bank of Commerce in 
New York to be held by it against the maturity of the indebted- 
ness arising out of the Agreement. In the event that Dresdner 
should consider advisable and should so demand, Krupp will 
also take out insurance in responsible concerns satisfactory to 
Dresdner against risk of damage to the merchandise and raw 
material transferred to Dresdner through war, riots, theft, 
pillage and/or other causes of loss and destruction. 

Policies of insurance covering goods transferred to Dresdner 
shall be held by Dresdner. 

In the event that Krupp should fail to comply with the cove- 
nants herein contained relative to insurance, Dresdner will itself 
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proceed to take out such insurance, charging the cost thereof to 

Krupp, and Krupp agrees immediately to rcimburse Dresdner 

for any expense incurred by it in this connection. 

(g) If any claim should be made by any other person or party 
to the stock of goods transferred, or any part thereof, or to any 
right or interest therein, or should any act of distraint upon such 
goods be threatened or initiated, Krupp undertakes at once to 
inform Dresdner by registered letter. Krupp agrees to hear the 
expenses of the defense of the title of Dresdner to any merchan- 
dise and raw material transferred to it hereunder. 

4. In the event that Krupp should desire to retake any merchan- 
dise or raw material out of the stocks of merchandise and raw mate- 
rials transferred to Dresdner, it may do so only upon the written 
permission of Dresdner. Dresdner will grant this permission if, 
but only if, after such withdrawal, the stock remaining in the en- 
closures and places of deposit of Dresdner will have a value of at 
least 150% of the amount at the time owed by Krupp under the 
Agreement. In computing such indebtedness, deduction may be 
made for any sums which may have been deposited in cash with the 
Fiscal Agents or with the National Bank of Commerce in New York 
for the sole purpose of reducing such indebtedness. Dresdner 
may conclusively rely upon statements from the Fiscal Agents, 
or their successors, as to the amount owed by Krupp under the 
Agreement, and in the absence of advice from said Fiscal Agents 
indicating a different amount of indebtedness, Dresdner shall pre- 
sume the indebtedness to be $10,000,000. 

For the purposes of this agreement, merchandise and raw material 
made over to Dresdner shall be valued on the basis of cost or market, 
whichever may be the lower. 

Tf it shall be feasible and is done in such manner as not to impair 
Dresdner's title to the stock of goods made over to it or to reduce 
the value below that above mentioned, Dresdner may grant Krupp 
permission to withdraw in advance for periods of a month and for 
certain quantities and values. In general, Dresdner will do what it 
properly can to avoid interference with the regular and ordinary 
conduct of business by Krupp. 

The parties agree that any merchandise or raw material which 
shall be permitted to be taken out of the special places and enclos- 
ures of Dresdner pursuant to the written authorization of Dresdner, 
shall cease to be the property of Dresdner only when it has physic- 
ally been removed from the enclosures and places of deposit of the 
"Trustee. 
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5. Krupp is entitled at any time to add further raw material and 
merchandise to that transferred to Dresdner. In the event that 
the value of the raw material and merchandise in salable form there- 
tofore made over and then in enclosures and places of deposit of 
Dresdner should fall below150% of the amount at the time owed by 
Krupp under its agreement with the National Bank of Commerce 
in New York Krupp is bound and agrees immediately to add further 
merchandise and raw material in salable form to that already held 
by Dresdner and to vest in Dresdner title to and right of property 
in any such additional merchandise and raw material, and so that 
the merchandise and raw material in salable form set over to and 
held Бу Dresdner under this agreement shall at all times have а 
value of at least 15095 of the indebtedness of Krupp under its 
agreement with the National Bank of Commerce in New York. 

The contractive parties have agreed and do agree that the title 
in or to all merchandise and raw material which may be deposited 
in the enclosures and places set aside for Dresdner, shall pass to 
Dresdner the moment they are brought into such places and 
enclosures. 

Krupp is bound and agrees to give written notice to Dresdner of 
anv additional raw material or merchandise added to the stock so 
made over to Dresdner, which notice shall specify such additions 
in reasonable detail, and shall give the value thereof. 


The $5,000,000 three-year honds and the $5,000,000 ten- 
year bonds of the Siemens companies (5) are secured exclusively 
by commodities consisting of raw materials, materials in process 
of manufacture, and finished goods, which shall have an aggre- 
gate value at market prices then prevailing of not less than 
16624 per cent of the principal amount of the bonds at the time 
outstanding. The security agreement between the companies 
and the Trustee (Deutsche Kreditsicherung Aktiengesellschaft, 
Berlin) resembles in many points the Krupp indenture. Some 
provisions which are not to be found in that indenture or which 
throw additional light on such merchandise securities may be 
quoted here: 


Siemens & Halske A. С. (hereinafter called “$. & Н.”) and 
Siemens-Schuckertwerke G.m.b.H. (hereinafter called “5. S. W.") 
shall transfer to C. U.? as security for all claims arising from the 

? Central Union Trust Company of New York. 
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Bonds, whether as to principal, premium, interest or expenses of 
the loan . . ., certain marketable commodities in stock or in 
process of manufacture, including half-finished and finished goods, 
subject to the approval of D. К. Said commodities shall have a 
recognized value (to be determined by D. К.) at any time equal to 
16624% of the principal amount of the Bonds then outstanding. 

The Corporation shall transfer to C. U. only such property which 
is free from any lien. Property belonging to or charged with rights 
of a third party therefore is not to be transferred. 

The Corporations shall not bring into the rooms, storchouses and 
places of the plants mentioned in clause 3 hereof, where commodities 
transferred to C. U. are stored, any commodities of the same kind 
belonging to or charged with rights of third parties, without the 
consent of D. K. and without prevision being made bv the Corpora- 
tions for special marking of such commodities. ‘The commodities 
transferred to C. U. shall not be mixed with any other com- 
modities. 

The Corporations shall exercise all possible care in handling, 
keeping and, when released for that purpose, manufacturing the 
commodities transíerred. 

During the period of C. U.’s ownership of the Trust Property 
the Corporations shall be responsible for anv accidental destruction, 
deterioration or decrease of value of any or all commodities trans- 
ferred by them to C. U. In the event of any such destruction, 
deterioration or decrease of value the Corporations shall not raise 
any objections against C. U. with respect to their obligation to repay 
the loan. 

The Corporations shall give immediate notice to D. K. of any 
loss, decrease of value, deterioration, scizure or other claim raised 
by a third party as well as of any encroachment upon the rights of 
C. U. to the Trust Property. All papers necessary for any legal 
proceeding are to be attached to such notice. The Corporations 
shall immediately notify D. K. of any suspension of operations of 
their plants. (Clause 2) 

The parties agree that title to the following commodities belong- 
ing either to S. & H. or to S. 5. W. and specified in Exhibit (A) 
annexed hereto, is hereby transferred to C. U. 

1. raw material, i.e. 

copper 
brass alloys 
aluminum 
zinc 
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iron 
dynamo-plates 

steel 

tin 

lead 

nickel 

precious stoncs, precious metals and other metals 
screws, rivets, washers 
metal small ware 
wood 

coal and brown-coal 
porcelain 

glass- and carthen ware 
paper and cardboard 
textile goods 

leather 

rubber 
insulation-material 
resin and pitch 

oil and fat 

chemical and dyes 

TE. half-finished goods made from such commodities whether in 
Stock or in process of manufacturc. 

III. finished goods made from such commodities, situated in the 
plants of the Corporations mentioned in Exhibit (A) in certain 
rooms, storehouses and places which pursuant to this agreement 
have been specially designated and marked. (Clause 3) 

D. K. in its sole discretion shall have the right to eliminate any 
commodities and plants which it does not deem suitable, and to re- 
place them with other commodities or plants which the Corporations 
offer. (Clause 4) 

The Corporations may also offer as security for their obligations 
in respect of the loan Bonds which they have deposited to their 
credit with Dillon, Read & Co., bankers, of New York and for which 
the said bankers Dillon, Read & Co. have issued a receipt to D. K. 
The amount of Bonds stated as having been deposited in such re- 
ceipt shall be deemed suflicient security for such portion of the loan 
as is equal to 100% of the principal amount of the deposited Bonds. 

In such case the margin of 662497, provided for in paragraph 1 
of clause 2 of this agreement, will be waived. (Clause 9) 

The valuation of the commodities transferred to C. U. shall be 
made in U. S. Dollars. The valuation shall be based upon the 
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lowest prices fixed by the Corporations in their inventory. Such 
valuation figures are reasonably to be adjusted by D. k. for cach 
separate plant through additions or deductions, provided, however, 
that at no time shall the valuation figure arrived at exceed the then 
prevailing market price of the commodities in question. (Clause 
10) 

‘The Corporations shall pay to D. K. compensation for its services 
in connection with this agreement. А special arrangement has 
been made in respect thereto and has been confirmed by written 
correspondence. 

D. К. shall in accordance with the special arrangements provided 
in such correspondence pay the insurance premiums in respect of 
the insurance taken out by D. K. with the “Hermes” Kredit- 
Versicherungsbank А. С. to cover any risk arising out of апу default 
of the Corporations in handling the Trust Property. (Clause 18) 


(c) Maintenance and Insurance of Property 


All the agreements and indentures except those for the two 
merchandise secured loans and for the Thyssen six-months 
notes provide that the companies shall maintain their plants in 
thorough repair and good condition and shall keep their prop- 
erty insured in responsible insurance companies against loss or 
damage. 


(d) Limitations as to future loans 


Most of the indentures securing loans to industrial corpora- 
tions contain provisions as to future loans. The trust agree- 


ments on the loans to the General Electric Company bonds 
(4, 28) thus say: 


So long as any of the Bonds remain outstanding and unpaid, 
the Company will not execute any mortgage upon or make any 
pledge of any part of its properties or assets cither rcal or personal, 
unless such mortgage or agreement of pledge shall provide for thc 
security of the Bonds issued under this Agreement, either in priority 
to, or, at the option of the Company, equally and ratably with, the 
bonds, notes, or other obligations or liabilities of whatsoever 


character which are to be secured by such mortgage or pledge. 
(Section 11) 
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The indenture securing the Siemens Companies 6 per 
cent debentures (58) provides: 


Neither of the Companies will, while any of the Debentures are 
outstanding, voluntarily create, or suffer to be created, any lien 
or charge (including, without limitation, any mortgage, land charge, 
pledge or conveyance by way of security) upon or of any of its 
property, real or personal, except (a) to secure the purchase or 
part thereof of any property hereafter acquired by such Company 
and subjected to such lien or charge, and except (b), in the case of 
personal property, to secure obligations incurred in the ordinary 
course of current business, and the Companies will cause each such 
purchase money lien or charge and each such lien or charge upon 
personal property to secure obligations incurred in the ordinary 
course of current business, to be cancelled forthwith upon the 
payment of the amount secured thereby. (Article V, Section 4) 


The indenture securing the United Industrial Corporation 61% 
per cent debentures (67) provides that, except in case of pur- 
chase money obligations, the company shall not mortgage or 
pledge any of its properties or revenues or any securities of con- 
trolled subsidiaries, unless these debentures are given security 
in priority to, or, at the company's option equally or ratably 
with, the security given any other obligations, under such 
mortgage or pledge. The company further covenants: 


That the aggregate amount of all indebtedness of the Company 
and of all controlled subsidiaries of the Company at any time out- 
standing shall not exceed 60% of the then fair value of the physical 
properties of the Company and of such controlled subsidiaries . . . 
(Article V, Section 4) 

That neither the Company nor any controlled subsidiary . . . 
will create, issue or assume any indebtedness . . . unless the con- 
solidated net earnings of the Company and of such controlled sub- 
sidiaries . . . for the calendar year ending on the thirty-first day of 
December last preceding such creation, issue or assumption of in- 
debtedness, shall have been not less than three times the total 
annual charges on (1) all indebtedness . . . of the Company and 
such controlled subsidiaries, including the Debentures issued and 
outstanding hereunder at the time of the creation, issue or assump- 
tion of such indebtedness, and (2) all indebtedness then to be 
created, issued or assumed . . . (Article V, Section 5) 
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The Good Hope Steel and Iron Works Corporation (23) 
agreed that it would at all times.maintain unpledged and unen- 
cumbered participation and ownership of not less than 50 per 
cent in cach of certain specified subsidiary companies, and that 
so long as any of the bonds are outstanding it would not pledge 
any of its inventories or accounts receivable or other current 
assets to secure any bonds or obligations sold or to be sold to 
the public. 

The United Steel Works Corporation (50) whenever it shall 
acquire by construction, purchase, merger, or consolidation any 
permanent additions, may issue bonds in a principal amount not 
exceeding 6624 per cent of the fair value of such permanent 
additions, less the principal amount of prior liens, if any, pro- 
vided that the average net earnings of the company applicable 
to interest charges shall have been at least three times annual 
interest charges. 

The Ilseder Steel Corporation (44), which has issued $7,500,- 
000 bonds out of a total authorized principal amount of 
$10,000,000, may issue $2,500,000 under the following con- 
ditions: 


Upon the conditions and subject to the terms and provisions set 
forth in this Section 10, the Company shall have the right, from 
time to time, to issue hereunder and to sell $2,500,000, aggregate 
principal amount, of Bonds, in addition to the $7,500,000, aggre- 
gate principal amount, of Bonds . . . on such terms and at such 
prices as its Managing Directors, with the approval of the Govern- 
ing Board, shall determine; provided, that the average Aggregate 
Net Earnings, of the Company for any two of the three fiscal years 
next preceding the date specified by the Company in its request 
therefor to the Trustee as the date on which it desires to have such 
additional Bonds delivered, shall have been not less than three times 
the sum of the annual interest charges on all the Bonds outstanding 
at the time of such application and those proposed to be issued, 
and the maximum annual fixed charges on the Industrial Debentures 
then outstanding; and provided, further, that the Net Current 
Assets of the Company, as of a date not more than 120 days prior 
to the date on which it desires to have such Bonds delivered, after 


PROVISIONS FOR SECURITY 309 


giving proper effect to the application of the proceeds of the sale 
of such additional Bonds, shall, in each case, be equal to at least 
$6,000,000, computed at the average selling rate on the Berlin 
Bourse for cable exchange on New York current on the business day 
next preceding the date of the application for the issue of such 
additional Bonds; and provided, further, that the Company and its 
Constituent Companies shall either (1) have created, jointly and 
severally, in accordance with the laws of the German Reich, direct 
Mortgages in favor of the Trustees, for the equal and proportionate 
security of all Bonds then outstanding hereunder and those of which 
the authentication and delivery are requested, on their respective 
Operating Properties then owned in the Free State of Prussia in 
amounts, in each case, at least twenty per cent in excess of the 
aggregate principal amount of all such Bonds, and on their respec- 
tive Operating Properties then owned in the State of the German 
Reich other than the Free State of Prussia, in amounts, in each case, 
at least equal to the respective undepreciated plant accounts of 
such properties, subject only, in each case, to the charges securing 
the Industrial Debentures of the Company and its Constituent 
Companies; or (2) have delivered to the various appropriate 
Mortgage Registration Oflices irrevocable applications to register 
in the various appropriate Real Estate Property Registers such 
Mortgages in such amounts, each such application containing a 
direction to the various Mortgage Registration Offices to deliver 
to the Trustees hereunder, or to their order, legalized copies of the 
entries evidencing the registration of all such Mortgages. (Inden- 
ture, Section 10) 


(e) Restrictions as to dividends 


Some agreements (3, 4, 23, 28, 33, 44, 67) contain provisions 
as to the assets or revenues from which dividends may be paid. 
These restrictions sometimes merely forbid dividends to be 
paid except out of surplus or net earnings. 

The trust agreement on the 7 per cent General Electric Com- 
pany debentures (4) thus provides: 

So long as any of the Bonds remain outstanding and unpaid, the 
Company will not declare or pay any cash dividend on its capital 
stock except out of net earnings resulting from the operations of the 
Company subsequent to September 30, 1924. (Section 14) 
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Other indentures (3, 33) go a step further and forbid dividends 
for any fiscal year to be paid except out of nct earnings of such 
fiscal year. The indenture securing the 7 per cent Thyssen 
bonds (3) for instance provides: 


The Affiliated Companies covenant that, so long as any of the 
Bonds shall be outstanding, they will not pay any dividends or 
otherwise distribute any assets or property to sharcholders, for any 
fiscal year except out of net earnings of such fiscal year, as deter- 
mined by the Executive Boards of the Afliliated Companies, re- 
spectively. (Article IV, Section 14) 


The indenture securing the Good Hope Steel and Tron Works 
bonds (23) not only forbids dividends for any fiscal period to 
be paid except out of net earnings of such fiscal period but 
requires the current assets to reach a certain amount before 
dividends may be paid. 


The Corporation further covenants that it will not declare or 
pay any dividend or make any other distribution on its capital 
stock, or convert any of its current assets . . . into fixed asscts, 
if, after such dividend payment, distribution or conversion, current 
assets . . . shown in a balance sheet as of this end of the fiscal 
period in question prepared by certified accountants in accordance 
with good accounting practice used by public accountants in the 
United States of America for businesses similar to that of the 
Corporation) will amount to less than 215 times curent liabilities 

. or net current assets will amount to less than eighty per cent 
of the amount of the Bonds then outstanding, plus the amount of 
Industrial Debentures, negotiable and non-negotiable, then out- 
standing under the Industrial Charges Law. (Article Five, Section 
14) 


The indenture securing the Ilseder Steel Corporation bonds 
(44) contains a similar provision: 


So long as any of the Bonds remain outstanding and unpaid, the 
Company will not declare or pay any cash dividend on any of its 
outstanding stocks (other than the dividends out of its surplus net 
earnings for the year 1925, in the amount permitted by its by-laws, 
on its present outstanding preferred stock, and in an amount equal 
to six per cent on its present outstanding common stock), except 
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out of its surplus net earnings subsequent to December 31, 1925, 
after deducting all operating, manufacturing and selling expenses, 
rentals, royalties, insurance, reasonable and adequate expenditures 
or charges for maintenance, replacements and renewals, all taxes 
and interest, and unless, after making any such payment, its Net 
Current Assets shall amount to at least $4,000,000, computed at 
the average selling rate on the Berlin Bourse for cable exchange on 
New York current on the business day next preceding the date 
upon which any such dividend is declared. (Section 20) 


(f) Other securities 


The 7 per cent bonds of the Thyssen Works and Affiliated 
Companies (3) are also secured by a draft, maturing August 1, 
1927, in the amount of 551,200 gold marks, duly endorsed and 
delivered to the American Trustee. The Companies further 
agreed that if the existing liens on their property, aggregating 
not more than 5,100,000 gold marks, should increase through 
a change of the revalorization law or in any other manner, they 
will promptly pay and discharge any excess thereof from their 
general assets. A similar obligation has been imposed upon 
the Rheinelbe Union (33) and the Ilseder Steel Corporation 
(44). 

The Miag Mill Machinery Company (48) agreed that “until 
all of the bonds and interest due therecn shall have been paid 
or the payment thereof provided for, the gold value of the net 
quick assets of the Company and of the subsidiary companies 
entirely controlled by it shall at all times be maintained at an 
amount at least equal to 100 per cent of the principal amount 
of the Bonds outstanding hereunder." 

The $5,000,000 note of the Thyssen Works and Affiliated 
Mining Companies (49) has been guaranteed by Fritz Thyssen, 
Hans Thyssen, and Julius Thyssen. The companies and the 
guarantors have also deposited with the Trustee as collateral 
security shares of common stock of United Steel Works Cor- 
poration of the par value of 42,000,000 Reichsmarks, or 200 
per cent of the principal amount of the Note. 
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In case at any time or from time to time the market value of the 
Pledged Shares shall be less than 150% of the principal amount of 
the Note, the Companies and/or the Guarantors will immediately 
deliver or cause to be delivered to the Trustce, as further security 
for the Note, such additional shares of United Steel Works as 
shall be necessary to bring the market value of all Pledged Shares 
held by the Trustee and of all shares of United Steel Works to be 
delivered to the Trustee under this Section 2, to an amount equal 
to 150% of the principal amount of the Note. (Indenture Article, 
VII, Section 2) 

V. OTHER LOANS 
1. Loans to Public Credit Institutions 


The securities for the loans to the public credit institutions 
differ so widely that they have to be shown for each loan 
separately. 

(a) German Central Bank for Agriculture (11). The bonds 
of the Bank, which is under supervision of the German govern- 
ment, are the direct credit obligations of the Bank, secured by 
its entire resources. 

There will at all times be on deposit as specific security 
therefor mortgage documents evidencing mortgages of an 
unamortized principal equivalent in gold marks to the aggre- 
gate principal amount of the outstanding bonds or, in lieu of 
such mortgage documents, cash of an equivalent amount. 
Except for any prior existing mortgages, for the prompt dis- 
charge of which provisions are made in the Trust Indenture, 
these mortgages will constitute absolute first liens on the 
property covered, subject only to the Rentenbank land-charge 
annuity for a period in no case extending beyond October 11, 
1934, amounting to 114 per cent of the official land valuation, 
which is pledged for the redemption of Rentenmark notes 
remaining outstanding, and to possible minor charges not of a 
capital nature for which due allowance will be made in advances 
made on such mortgages. These mortgages will not exceed 40 
per cent of the official valuation of German agricultural, forestal, 
or horticultural lands, must fulfil the requirements of the 
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- German Mortgage Bank Law of 1899, will mature not later 
than the maturity of the bonds and will bear interest at the 
rate of at least 7 per cent. Payment on account of the principal 
thereof will be collectible by the Trustees. The deposit of the 
mortgage documents under the Trust Indenture provides 
security equivalent to a pledge under German law. 

Each of the agricultural credit organizations from which the 
deposited mortgage documents are acquired by the Bank will be 
individually respectively liable with respect to such mortgages 
to the full amount of the unamortized principal thereof. 

The Bank covenants that it will not issue any other bonds or 
contract any indebtedness in any manner sharing in the specific 
security provided for the bonds of this issue. 

The Bank also covenants at all times to maintain the value 
of the security provided by the trust indenture for the outstand- 
ing bonds at an amount at least equivalent to the aggregate 
principal amount of such bonds in dollars. 

(b) Saxon State Mortgage Institution (31, 66). The bonds 
are endorsed by the Free State of Saxony, which uncondition- 
ally guarantees the due and punctual payment of the principal 
at maturity and of the interest. They are direct credit obliga- 
tions of the Mortgage Institution secured by its entire resources. 
They shall at all times be secured by the pledge of mortgages of 
an unamortized principal equivalent to the aggregate principal 
amount of the outstanding bonds, or, in lieu of such mortgages, 
cash of an equivalent amount. These mortgages shall con- 
stitute absolute first liens on industrial properties. They may 
not exceed 30 per cent of the conservatively appraised value 
of the real estate covered, together with improvements thereon, 
shall bear interest at a rate not less than 7 per cent (No. 66: 6/5 
per cent) and shall mature not later than December 1, 1945 
(No. 66: December 1, 1946). 

(c) Municipal Bank of the State of Hessen (22). The bonds 
are endorsed by the State of Hessen which is unconditionally 
and unlimitedly liable for the due and punctual payment of the 
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principal, premium, if any, and interest on the bonds. The 
Indenture further provides: 


The Kommunal Bank covenants and agrees that in the event 
that it shall, while any of the Bonds are outstanding, mortgage, 
or pledge any part of its property or revenues to secure any funded 
debt or any debt having more than one year to run, the Bonds of 
this issue shall be secured by such pledge or mortgage equally and 
ratably with the other indebtedness thereby to be secured, and 
for this purpose the Kommunal Bank shall enter into such agree- 
ments with the Trustees, make such entries in the proper books of 
record and/or take such other steps as the Trustees shall require, 
but it shall be no part of the duty of the Trustecs to sce to the 
execution of any such agreements, unless requested so to do by the 
holders of at least 15% in principal amount of the Bonds at the 
time outstanding and upon being indemnifted if the Trustees shall 
so require, as hereinafter provided. 

The Kommunal Bank further covenants and agrees that, in the 
event any community to which the Kommunal Bank may advance 
any portion of the proceeds of the issue of the Bonds shall, while 
Bonds are outstanding, mortgage or pledge any part of its property 
or revenues to secure any funded debt or any debt having more than 
one year to run, such community shall duly secure the Bonds of this 
issue by such pledge or mortgage equally and ratably with the other 
indebtedness thereby to be secured and for this purpose shall enter 
into such agreements, make such entries in the proper books of re- 
cord, and/or take such other steps as the Trustees shall require; 
provided, however, that any such community shall have the right to 
mortgage any residence property belonging to such community for 
the purpose of securing a loan or loans made in Germany and pay- 
able in German currency, the proceeds of which are applied solely 
to the erection of residences, without securing these Bonds by such 
mortgage. The Kommunal Bank covenants and agrees that no 
such community will mortgage any such residence property without 
equally and ratably securing these Bonds, unless such community 
shall first have submitted to the German Trustee evidence satis- 
factory to it that the foregoing conditions have been and will be 
complied with and shall have obtained the written consent of the 
German Trustee to the entry of such mortgage. (Article III, 
Section 3) 

The Kammunal Bank covenants and agrees that 253 com- 
munities and unions of communities of the State of Hessen are 
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members of the Kommunal Bank and that said communities and 
unions of communities are, as such members, ultimately, jointly 
and severally liable for all of the debts and obligations of the 
Kommunal Bank and that the consent of the Kommunal Bank is 
necessary before any such community or union of communities 
can resign as, or cease to be, а member of the Kommunal Bank. 
The Kommunal Bank further covenants and agrces that it will 
not give its consent to the resignation or withdrawal from such 
membership of any community or union of communities which 
is at the date of this Indenture a member of the Kommunal Bank 
unless such community or union of communities shall first enter 
into such an agreement, either with the Trustees or with the 
Kommunal Bank or with both, as in the opinion of counsel for the 
German Trustee shall be necessary to insure the continuance of such 
liability for the Bonds of such withdrawing or resigning member 
until the Bonds shall have been paid in full. (Article III, Section 8) 


(d) German Savings Banks and Clearing Association (40). 
The bonds are the direct obligations of the Association. The 
municipalities, which are members of the District Associations, 
are liable with their entire property and taxing power for the 
obligations of the District Association to which they belong and 
the District Associations in turn are liable for the obligations 
of the Central Association. In addition, the bonds are specifi- 
cally secured by pledge with the Trustee of an equal principal 
amount of bonds of approximately 120 municipalities. 


The municipal bonds assignable and deliverable to the Trustee 
hereunder, for the benefit and security of the holders of the Bonds 
issued hereunder, shall be issuable only by municipal corporations 
in Germany which are members of the Giroverband or of the respec- 
tive district associations comprised within the membership of the 
Giroverband, and shall at the time of issue be payable to the Giro- 
verband or to the respective district associations and their 
respective assignees, and shall be assigned and transferred to the 
"Trustee hereunder, free and clear of all claims, equities, liens or en- 
cumbrances other than as provided in this Indenture. Such mu- 
nicipal bonds shall be dated February 1, 1926, shall be payable by 
February 1, 1947, shall bear interest payable semi-annually at the 
rate of seven per cent per annum,.. . (Indenture, Article IIT, 


Section 1) 
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2. Loans to Private Commercial Companies 


(a) Department stores. The $3,000,000 Karstadt bonds (15) 
are secured by first mortgages on improved real estate in various 
German cities. The total authorized principal amount is 
$4,000,000. The balance of $1,000,000 may be issued, but 
only to the extent of a principal amount not exceeding 20 per 
cent of the appraised value or 3314 per cent of the quick sale 
value of additional mortgaged property, and only if net earnings 
of the company applicable to bond interest during the fiscal 
year of the company immediately preceding the date of issue 
of such additional bonds shall be at least equal to five times the 
maximum interest requirements on the bonds then outstanding 
and those proposed to be issued. The Company will at all 
times insure all its property against loss or damage, and it 
will not pay any dividends for any fiscal year except out of 
net earnings of such fiscal year. The Tietz bonds (34) are se- 
cured by direct mortgage lien on most of the fixed properties of 
the company and its wholly owned subsidiaries. So long as апу 
of the bonds are outstanding, the company will pay dividends 
onits capital stock, only when the value of the company’s net as- 
sets shall equal 400 per cent of the aggregate principal amount of 
the bonds then outstanding, and when the company’s quick assets 
shall be at least 115 times its quick liabilities. The company will 
maintain the mortgaged property in good repair, working order 
and condition and keep it insured against loss or damage by fire. 

(b) Shipping Company. The bonds of the Hamburg Ameri- 
can Line (29) are secured by a direct first mortgage on the com- 
pany's fleet of 74 steel steamships “together "with all such 
boilers, engines, machinery, masts, bowsprits, spars, sails, 
rigging, boats, anchors, chains, tackle, apparel, furniture, fittings 
and all such other equipment, appurtenances and accessories 
of or to said vessels, or any of them, respectively appertaining 
or belonging, whether now owned or hereafter to be acquired.” 
The company will at all times keep the vessels in good condition 
and adequately insured. 
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It will not pay any dividends or otherwise distribute any assets 
or property to shareholders, for any fiscal year, except out of net 
carnings of such fiscal year (after making adequate provision for 
depreciation of all of the Company’s properties), and will not in 
any such year declare or pay any dividends upon its capital stock 
in excess of dividends thereon at the rate of fifteen per cent per 
annum without the written approval of the Trustee. (Indenture, 
Article IV, Section 8) 


(c) Real Fstate Company. The bonds of the Berlin Housing 
and Realty Improvement Company (69) are secured by a 
closed first mortgage on the four parcels of land comprising 
the site, on the leases thereof and-on the buildings to be erected 
thereon, and by a pledge of shares. The payment of the in- 
terest, sinking fund and principal at maturity is guaranteed, 
jointly and severally, by three German insurance companies. 
The company will maintain the mortgaged buildings in good 
condition and insure them against loss by fire. 


3. Loans to Religious Organizations 


(a) Roman Catholic Church in Bavaria (42). The General 
Union (Gesamtverband) of the Eight Bavarian Dioceses, a 
corporation consisting of two archbishoprics and six bishoprics, 
may withdraw from time to time the proceeds of the $5,000,000 
honds deposited with the Trustee for the purpose of making 
loans, but only upon the deposit of mortgage documents or 
other collateral security and other obligations and with the 
unanimous approval in each instance of a committee of five 
members, four of which are to be nominated by the Gesamtver- 
band and one by the Bankers. 

Before any such withdrawal the Gesamtverband shail deliver, 
in respect of cach loan for which such withdrawal is to be made, 
to the Committee to be held, subject to the provisions of this 
Indenture, as security for the payment of the principal of and 
interest on the Bonds, and for the performance by the Gesamtver- 
band of all its obligations hereunder 


(a) the written obligation of the person, association or corpora- 
tion to whom such loan is made, 
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(b) 1. mortgage documents evidencing a first mortgage for an 
amount in gold equal to 125% of the principal amount of such 
loan on real property having a taxable value of at least four times 
the amount of such mortgage or 

2. other collateral security of an equal value satisfactory to the 
Committee 

and 

(c) the written approval of the Archbishop or Bishop in whose 
diocese the proceeds of such loan are to be applicd and also the 
written guaranty of such Archbishop or Bishop binding his 
diocese for the payment of an amount equal to 125% of the 
principal amount of such loan and the interest thereon and 
guaranteeing to the holders of the Bonds the payment of the 
principal, interest and sinking fund of a principal amount of the 
Bonds equal to 125% of the principal amount of such loan and 
waiving in each case the plea of “beneficium excussionis." 


At any time the part of the proceeds of the Bonds not withdrawn 
and the aggregate principal amount of all loans made out of said 
proceeds shall be at least $4,000,000, and after all the proceeds 
have been withdrawn the aggregate principal amount of the guar- 
anties of the Archbishops and Bishops binding their respective 
dioceses held by the Committee shall be at least $5,000,000. 

With the unanimous consent of the Committee mortgages or 
other collateral for the payment of any loan in any diocese may at 
the request of its Archbishop or Bishop be released upon deposit of 
other first mortgage documents or other collateral of at least equal 
value, provided the guaranty of the Archbishop or Bishop of such 
diocese binding such diocese for the payment of such loan and/or 


upon the Bonds is not thereby impaired. (Indenture, Article IIT, 
Section 2) 


'The Gesamtverband as further security creates a first and 
paramount charge on all the taxes collected by it or in its 
behalf. 

(b) Church Welfare Institutions. The Catholic Church 
Welfare Institutions (51) may withdraw from time to time the 
proceeds of the bonds, deposited with the Trustee for the purpose 
of making loans, but only upon the deposit of mortgage docu- 
ments or other collateral security and other obligations and with 
the approval in each instance of a majority of a committee of 
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five members, four of whom shall be appointed by the Obligor 
and one by the Fiscal Agents, including in said majority the 
member appointed by the Fiscal Agents. 


All loans made out of the deposited cash shall be made subject 
to the following restrictions: 

(1) Each such loan shall be evidenced by a written obligation 
of the borrower; payable in Goldmarks or in fine gold, maturing 
on or before June 1, 1946, bearing interest at а rate of not less than 
seven per cent per annum and repayable in full at or before 
maturity through a cumulative sinking fund, both interest and 
sinking fund to be payable in equal monthly or quarterly instal- 
ments; 

(2) Each such obligation shall be guaranteed by a financially 
responsible body satisfactory to the Committee such as a parish 
or diocese of the Roman Catholic Church, a political subdivision 
(such as a city or town) a Roman Catholic religious order, a 
local union of Roman Catholic institutions or a banking or in- 
surance company, and such guaranty shall guarantee to the 
German Trustee and to the holders of the Bonds the payment 
of the principal of, interest on, and sinking fund payments for a 
principal amount of the Bonds equal to the principal amount of 
such obligation, in each case waiving the plea of beneficium excus- 
sionis . . . ; provided that such a guaranty may, in the absolute 
discretion of the Committee, be omitted if (a) the borrower shall 
be a parish or diocese having taxing power, suflicient in the 
opinion of the Committec to justify the omission of a guaranty 
or (b) the assets of the borrower and the mortgage or other 
security furnished are suflicient in the opinion of the Committee to 
justify the omission of a guaranty; and further provided, that 
such a guaranty shall not be omitted in respect of more than 
forty-five per cent in principal amount of the obligations evidenc- 
ing loans made out of the deposited cash; 

(3) Each such obligation shall be secured by a First Mortgage 

. on real property having a value as determined by the Com- 
mittee of at least four times the principal amount of such obliga- 
tion; provided, that not more than ten per cent in principal 
amount of said obligations may be secured by other security 
satisfactory to the Committee . . .; 

(4) Each such loan shall be made only to a parish, diocese, 
order, association or corporation (а) whose annual gross revenues, 
as determined by the Committee, are at least four times the an- 
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nual interest and sinking fund payments on the obligation given 
for such loan and (b) which is entirely selfsupporting from the 
income of institutions owned by it, from taxes, and from other 
income, exclusive of voluntary contributions and (c) whose 
property and revenues are not subject to any charge under the 
Dawes Plan; provided that no loans shall be made to any of the 
Obligors except that a loan or loans aggregating not more than 
$150,000 in principal amount may be made to the Caritasver- 
band; 

(5) In case any such loan shall be made to, or any guaranty 
shall be made by, a parish, diocese, order, association or corpora- 
tion which is subject to the jurisdiction of any Roman Catholic 
Bishop or Archbishop, such loan and/or guaranty shall be ap- 
proved by such Bishop or Archbishop and in case any loan or 
guaranty require the approval of any governmental authority 
such loan and/or guaranty shall be approved by such govern- 
mental authority; and 

(6) Each such loan shall be, approved by the Committee. 
(Agreement, Article ITI, Section 4) 


The provisions for the bonds of the Protestant Church Wel- 
fare Institutions (64) are almost identically the same. 


CHAPTER XII 
BURDEN TO BORROWER 


In order to compute the financial burden of the borrower, one 
must know his net proceeds from the joan, the debt service to 
the bondholders (interest and principal redemption, with 
premium if any), and the incidental cost of the debt service. 


I. EXPENSES OF ISSUE 


The net proceeds from a loan are equal to the aggregate price 
paid by the subscribers minus bank commissions and other 
expenses involved in floating the loan. Unfortunately the 
prices paid by American banks for loans are, as a rule, kept 
strictly secret. British bankers in this respect follow another 
policy. The prospectus for the £1,000,000, 7 per cent 20- 
year Trust Certificates of the Berlin Textile Trades Corporation, 
offered in December, 1925, at 93, thus says: 


Helbert, Wagg & Co., Ltd., have purchased the Bond at the 
price of 86 per cent. They are paying Stamp Duty on the Trust 
Certificates 2%, underwriting commission 114%, over-riding 
commission 14%, and the expenses of this offer, including brokerage 


and advertising. 


According to the scanty material at our disposal, the American 
banks issuing German loans seem as a rule to have granted a 
commission of about 3 points to the dealers constituting the 
selling or distributing group. In the case of serial bonds this 
commission was graded according to maturity, no commission 
being granted for the bonds maturing at the end of one year, 
15 point for the second series, 114 point for the third, 224 points 
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for the fourth, 3 points for the fifth, and 314 or 334 points for 
all subsequent series. In allotting the serial bonds to the dealers 
preference was given to orders for equal amounts of cach matu- 
rity or for average maturities. The members of the selling 
group are, in general, authorized to rc-allow from the retail 
price of the bonds a commission of 14 or 15 point to other dealers, 
of 14 point to banks, financial institutions, insurance companies, 
and likewise of Lý point to investors of $25,000 or more (but no 
commission for the first series of serial bonds). 

These dealers’ commissions represent, however, only one 
part of the expenses of issue charged by the banks to the borrow- 
ers, and we have no direct evidence of the amount of the other 
items.! We, therefore, shall only submit for some loans such 
indirect evidence as is at our disposal. 

The American tranche of the Reparation Loan was purchased 
at 87 by the underwriting syndicate, while the European 
syndicates paid 8714. The offering price for all tranches was 92. 
After deduction of the expenses of issue, of negotiation, and of 
delivery (altogether about 1 per cent), the net proceeds were 
800,000,000 marks=$190,400.000 as compared with a par 
value of $230,020,820. Assuming that the sundry expenses 


1 They include among others: 


(a) the commissions of the managing bank or the underwriting syndicate; 
(b) the U. S. Internal Revenue Stamps attached to the loan agreement 
(94 per 1000 of the nominal valuc); 


(c) the cost of engraving the bonds (in the case of a $15,000,000 loan 
about 34 per 1000); 


(d) the fee for authenticating the bonds (44 per 1000); 
(c) the fee of the German counsel of the managing bank (in the case of 
a $15,000,000 loan about }4 per 1000). 


In addition to that, the German borrower had to pay among others: 
(a) the German security tax (5 or 20 per 1000); 
(b) the German fee for the permission to make the loan (14 per 1000); 


(c) the German fees for recording the mortgage, if such security was 
given (about 1 per 1000). 


BURDEN TO BORROWER 323 


for the American /ranche were 1 per cent,? the total result for 
this tranche was as follows: 


Net proceeds ....... $ 94,600,000 (86%) 
Banking commissions. 5,500,000 (5%) 
Sundry expenses .... 1,100,000 (1%) 


Price for subscribers .. $101,200,000 (92%) 
Price of redemption ... $115,500,000 (105%) 


The $10,000,000 General Electric Company 20-year 7 per 
cent bonds (4) were offered at 9334. In its balance sheet as of 
September 30, 1925, the Company recorded as par value of the 
loan 42,000,000 marks and as “discount” on the loan 4,557- 
506.95 marks=$1,085,121. The syndicate then must have 
purchased the bonds for 89.15 per cent? The $10,000,000 
General Electric Company 15-year 61% per cent bonds (28) 
were offered at 94. In its balance sheet as of September 30, 
1926, the Company recorded as par value of the outstanding 
$7,000,000 bonds! 29,400,000 marks and as “discount” on 
the new loan 3,124,952.86 marks=$744,036. The syndicate 
then must have purchased the bonds for 89.37. 

The $15,000,000 Saxon Public Works 20-year 7 per cent bonds 
(6) were offered at 92. In its balance sheet as of December 31, 
1925, the Company recorded as par value of the loan 63,000,000 
marks and as “discount” 9,269,740.71 таткѕ= $2,207,081. Тһе 
syndicate then must have purchased the bonds for 85.29. The 
$15,000,000 Saxon Public Works 25-year 614 per cent bonds (52) 
were offered at 9114. In its balance sheet as of December 31, 
1926, the Company recorded as par value of this loan 63,000,000 

2 Тһеу were apparently lower. See the preliminary statements in the 
Report of the Agent General for Reparation Payments, May 30, 1925, 
р. 11, and Anleihedenkschrift 1925 (Reichstag, ПТ. Wahlperiode, Drucksache 
Nr. 2068), p. 15. 

3 Since the companies in some cases may have included in the “discount” 
domestic expenses connected with the issue of the loan, the actual purchase 
price was possibly somewhat higher than given here. 

1 See p. 265. 
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marks and as “discount” 8,735,724.62 тагкѕ= $2,079.934. The 
syndicate then must have purchased the bonds for 86.13. 

The $7,500,000 Electric Power Corporation 25-year 614 per 
cent bonds (7) were offered at 87. In Из balance sheet as of 
December 31, 1925, the Corporation recorded as par value of 
the loan 31,500,000 marks and as "discount" 5,491,233.88 
marks=$1 ,307,437. The syndicate then must have purchased 
the bonds for 82.57. 

The $25,000,000 Central Bank for Agriculture 25-year 7 per 
cent bonds (11) were offered at 93. According to the com- 
pany's reports for 1925 and 1926, the syndicate purchased the 
bonds for 88. The “discount” including the other expenses of 
issue was "almost 14 points." 

The $6,000,000 Rhine-Main-Danube Corporation 25-year 7 
per cent bonds (14) were offered at 96. In its report for the 
calendar year 1925, the Corporation recorded as par value of 
the loan 25,200,000 marks and as “discount” 2,646,000 marks= 
$630,000. The syndicate then must have purchased the bonds 
for 89.5. 

The $4,000,000 Hamburg Electric Company 10-year 7 per 
cent bonds (19) were offered at 9515. According to the Com- 
pany's report for the fiscal year ending June 30, 1926, the 
purchase price was 89%. In its balance sheet as of June 30, 
1926, the Company recorded as par value of the loan 16,800,000 
marks and as "discount and expenses" 2,047,972.07 marks= 
$487,612. The net proceeds were then 87.81 per cent. 

The $6,000,000 United Industrial Corporation 20-year 6 per 
cent bonds (30) were offered at 8115. In its balance sheet as 
of March 31, 1926, the Corporation recorded as par value of the 
loan 25,200,000 marks and as “discount” 5,175,540 marks = 
$1,232,271. Тһе syndicate then must have purchased the 
bonds for 79.46. The Corporation, moreover, states in its 
annual report that the marked increase of its overhead expenses 
(including taxes) from $36,310 to $103,228 was mainly due to 
the expenses connected with the issue of the loan. 
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The $4,000,000 Silesia Electric Corporation 20-year 614 per 
cent bonds (37) were offered at 8734. In its balance sheet as of 
June 30, 1926 (published in its listing application to the New 
York Stock Exchange), the Corporation recorded as “excess of 
par value over normal value of 615% Sinking Fund and costs 
thereon" $822,635.15. The net proceeds were then 79.43 per 
cent. 

The $7,500,000 Ilseder Steel Corporation 20-year 7 per cent 
bonds (44) were offered at 94. In its report for the calendar 
year, 1926, the Corporation recorded as “loan expenses” 
4,604,992.47 marks=$1,096,427. The net proceeds were then 
85.38 per cent. 

The $3,000,000 Mansfeld Mining and Smelting Company 
15-year 7 per cent bonds (46) were offered at 9314. In its 
balance shect as of December 31, 1926, the Company recorded 
as par value of the loan 12,600,000 marks and as “discount” 
1,638,000 marks- $390,000. The syndicate then must have 
purchased the bonds for 87. 

'The $3,000,000 Catholic Welfare Institutions 20-year 7 per 
cent bonds (51) and the $2,500,000 Protestant Welfare Institu- 
tions 20-year 7 per cent bonds (64) were offered at 9815 and 98 
respectively. According to the agreements, the Trustee shall 
authenticate a principal amount of the Bonds equal to ten- 
ninths of the amount of cash deposited with him. The Bankers 
then must have purchased the bonds for 90. 

The $1,250,000 Oberpfalz Electric Power Corporation 20-year 
bonds (55) were offered at 9714. In its balance sheet as of 
December 31, 1926, the Corporation recorded as "expenses of 
the loan" 928,000 тагкѕ= $220,952. The net proceeds were 
then 82.32 per cent only. 

The $4,000,000 German-Atlantic Cable Company 20-year 
7 per cent bonds (61) were offered in October 1926, at 9914. 
According to the Trust Deed, dated as of April 1, 1925, cash 
was to be paid out at the rate of $87 for each $100 principal 
amount of bonds. The purchase price of the bonds then was 87. 
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The $15,000,000 30-year 614 per cent bonds of the Berlin 
Electric Elevated and Underground Railways Company (65) 
were offered at 9414. In its balance sheet as of December 31, 
1926, the Company recorded as par value of the loan 63,000,000 
marks and as “discount and expenses” 7,585,000 mark = 
$1,805,952. The net proceeds were then 87.96 per cent. 

The table on page 326 shows for the above-mentioned and a 
few other loans the price paid by the syndicate to the borrower, 
the price paid by the subscribers, and the redemption price to 
be paid by the borrower. For sinking fund bonds with a sink- 
ing fund exclusively or primarily applied to the purchase of 
bonds, none but the redemption price at the last maturity date 
has been given. The purchase prices are taken from various 
sources® and we can claim accuracy for Nos. 1, 4, 6, 7, 11, 14, 
19, 28, 30, 37, 46, 51, 52, 61, 64 and 65 only. 

The purchase price, according to the table, was from 2.75 to 
9 points lower than the price of issue. In judging those per- 
centages it should, however, be borne in mind that they repre- 
sent a part only of the total expenses of issue and that the other 
items may have materially influenced the final cost for the bor- 
rower.? 

II. DEBT SERVICE 


The computation of the cost of the debt service to the bor- 
rower is very simple for straight loans. If, for example, the 
Reparation Loan were a straight loan, all that would be neces- 
sary would be to apply the same method as for computing the 

5 Annual reports, balance shects, agreements, and indentures quoted on 
pages 323-25; Heichen, Arthur, Deutschlands Zahlungsbilanz 1925, pp. 14-15, 
20; Wirtschaftsdienst 1926, p. 465; Deutsche Bergwerks-Zeitung, Novem- 
ber 13, 1925; Der deutsche Volkswirt, Beilage zu No. 18, January 28, 1927, 
p. 273. 

“In the case of the loan to the German-Atlantic Cable Company the 


difference was 12.5 points, but this loan was purchased about a year before 
it was offered to the public. 


? The net proceeds in the six cases for which they are known were from 
6.64 to 15.18 points lower than the price of issue. 
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PURCHASE PRICE ОР AMERICAN Loans TO GERMANY 


NOMINAL 

Borrower CAPITAL 

(dollars) 
German Republic. ......... 110,000,000 
General Electric Ca........ 10,000,000 
Siemens Companies А......| 5,000,000 
Siemens Companies B......| 5,000,000 
Saxon Public Works. .. 15,000,000 
Electric Power Corp.. ..| 7,500,000 
City of Berlin... дааа 15,000,000 
City of Cologne... ........ 10,000,000 
City of Munich арна 8,700,000 
Bank of Agriculture... .... .} 25,000,000 
Stateof Bavaria... :....... 15,000,000 
Rhine-Main-Danube Corp. .| 6,000,000 
Rudolph Karstadt.........| 3,000,000 
City of Duesseldorf . . 1,750,000 
Wurttemberg Cities... 8,400,000 
Hamburg Electric Co.......| 4,000,000 
City of Dresden...........| 5,000,000 
City of Frankfort.......... 4,000,000 
City of Duisburg. . š 3,000,000 
General Electric Со........| 10,000,000 
United Industrial Согр.....| 6,000,000 

Hydro-El. Works Upper 

Wurttenberg. ............ 4,000,000 
Silesia Electric Corp........| 4,000,000 
Catholic Church in Bavaria.| 5,000,000 
Ilseder Stecl Corp ... 7,500,000 
Mansfcld Mining Со.......| 3,000,000 
Catholic Welfare Institutions} 3,000,000 
Saxon Public Works........ 15,000,000 
Oberpfalz El. Power Corp. . 1,250,000 
German-Atlantic Cable Co..| 4,000,000 
Protestant Welfare Inst....| 2,500,000 
Berlin Elevated Rys. Co.. ..| 15,000,000 


TE 07] Price ОР 
Pux Issue |REDEWPTION 
{рег cent)| (per сеп] (per cent) 
87 92 105 
89.15 | 93.75 105 
95 99 100 
91 96.5 102 
86 92 100 
85.29 | 87 100 
85.5 89 100 
84.75 | 87.5 100 
88.5 96.11^ 100 
88^ 93 100 
89 92.97% 100 
89.5 96 102.5 
88 97 100 
88.5 96.06“ 100 
89 96.147 100 
89.125*| 95.5 100 
88.5 91 100 
90.6 96.74? 100 
89.5 95.95° 100 
89.37 | 94 100 
79.46 | 84.5 100 
86.15 | 93 100 

a 87.375 100 
84.53 | 93.5 100 

Ы 9+ 103 
87 93.5 100 
90 98.5 100 
86.13 | 91.5 100 

/ 97.5 100 
87 99.5 |110-102.5 
90 98 100 

е 94.5 100 
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a Average of all егіс. 
$ Net proceeds about 86 per cent. 
* Net proceeds 87.81 per cent. 


4 Net proceeds 79.43 per cent. 


* Net proceeds 85.38 per cent. 
2 Net proceeds 82.32 per cent. 
2 Net proceeds 87.96 per cent. 
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yield to the subscriber. Since the German Republic received (on 
the American franchc) about 86 per cent ($94,600,000) of the 
par value ($110,000,000) and has to pay 7 per cent interest and 
to redeem the principal at 105 per cent ($115,500,000), the 
annual cost would be 8.8 per cent, if no redemption took place 
before the last date of maturity. But the Reich has to redeem 
each month an equal portion of the total principal amount, 
namely 1/300 (plus five per cent premium), and therefore the 
cost for all but the last instalments is higher than 8.8 per cent. 
It may then appear as the most rational method to compute 
the cost for each instalment separately and to say: the Reich has 
received 300 series of $315,333 each and has to redeem every 
series at $385,000. It then has to pay on account of the first 
series after the first month $21,389 of interest, $366,667 of 
principal, and $18,333 of premium, that is, in all, $91,056 
more than it received, so that the cost of the debt service on this 
first series is 28.9 per cent for one month or 347 per cent per 
year. Butsuch a computation would be rather futile, since it is 
the same agency, the Reich, which has to pay 347 per cent on the 
first series for one month and 8.8 per cent on the last series for 
25 years, and it therefore seems preferable to compute the in- 
terest basis on which the total of the 300 payments represent a 
discounted value of $94,600,000 as of the date of issue (October 
15,1924). This interest basis if 914 per cent, and 914 per cent 
is, then, the cost of the debt service on the Reparation loan for 
the Reich. It may be incidentally mentioned that the fact 
that reparation bonds could be purchased for redemption in the 
first two years at less than 105 per cent has no practical effect 
on the result, since the savings had to be used for the purchase 
of more bonds and will only be noticeable in the twenty-fifth 
year. 

A debt service cost of as much as 914 per cent is, however, 
nothing unusual for American loans to Germany, and in some 
cases it is even considerably Jarger. The Karstadt Company 
sold its 5-year 7 per cent loan (15) for 88 per cent to the American 
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syndicate. If the company had not had other expenses con- 
nected with the issue and if it were a straight loan, the cost of 
the debt service would be 10.12 per cent. But the company 
has to redeem three months after the date of the loan and 
semi-annually thereafter $120,000, the remaining $1,920,000 
being due at the last date of maturity. 

There are also, however, cases where the debt service is much 
less costly. Assuming that the net proceeds of the “straight” 
20-year 6 per cent State of Hamburg bonds (59) which were 
offered at 9134 per cent, were 86 per cent, the cost of the debt 
service would be only 7.35 per cent. 

Our knowledge of the net proceeds of the loans is so scanty? 
that we do not venture to make any precise estimate of the 
average cost of the debt service, but it is safe to say that it will 
approximate 9 per cent. 

If all the bonds were perpetual bonds, that is, if the principal 
was never to be redeemed, a debt service cost of 9 per cent 
would mean that the borrowers perpetually would have to pay 
9 per cent on the amount they actually received. Such a per- 
petual burden to be sure has not been imposed upon any Ger- 
man borrower, since all the bonds are terminable bonds. But 
the fact that those bonds are terminable bonds means also that 
provision must be made for their redemption. The debt 
service then includes not only the payment of interest but also 
the payment of principal and the payment of premium if any. 

The table on pages 332-39 shows for each of the 69 loans for 
each calendar year the aggregate payments to be made and gives 
in the last column (pages 338-39) the total for all 69 loans. This 
total includes the debt service on the American tranche of the 


*It may be debatable whether American syndicates should, like British 
banks, make known the purchase price they pay for a loan. But it cer- 
tainly is a nuisance that the American bondholder has no means of ascer- 
taining the net proceeds of the loan to the borrower. The most accurate 
knowledge of the past earnings and the last balance sheet will help the bond- 
holder little as long as he does not know whether the bond which yields him 


7 per cent, costs the borrower 714 or 9 per cent. 
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Reparation Loan (par value $110,000,000), the American 
tranches of the 68 loans exclusively or partly issued in the 
United States (par value $470,797,500), and the European 
tranches of the 32 loans partly issued in the United States (par 
value $69,202,500). Since the debt service on the Reparation 
Loan is paid out of the reparation annuities, it seems advisable 
to show here the total excluding the Reparation Loan: 


1925 $7,421,255 1941 $43,039,155 


1926 40,610,795 1942 35,440,051 
1927 60,578,000 1943 34,683,239 
1928 47,510,115 1944 33,818,528 
1929 62,365,369 1945 38,845,903 
1930 46,540,482 1946 34,846,125 
1931 44,976,456 1947 16,129,371 
1932 44,889,392 1948 15,803,067 
1933 44,082,721 1949 14,300,525 
1934 45,681,187 1950 16,287,645 
1935 52,399,000 1951 27,196,852 
1936 42,401,609 1952 1,503,246 
1937 41,477,992 1953 1,586,246 
1938 40,587,969 1954 1,579,246 
1939 40,845,553 1955 1,563,223 
1940 39,991,451 1956 1,144,446 


The total par value of the 68 loans is $540,000,000. The 
total price paid by the subscribers is $510,964,129. If we assume 
that the expenses of issuc charged to the borrower were 6 
per cent of the par value, the net proceeds aggregated about 
$480,000,000. 

Since eight loans only were dated before July, 1925, the debt 
service in the calendar year 1925 amounted to not more than 7.4 
million dollars. It rose to 40.6 millions in 1926, and to 60.6 
millions for 1927. It decreases to 47.5 millions in 1928 as a 
consequence of the redemption of some important loans in 1927, 
but increases again and reaches its peak with 62.4 millions in 
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1929, when some large five-year loans become due. In the subse- 
quent 17 years it varies between 33.8 millions (1944) and 52.4 
millions (1935), drops to 16.1 millions in 1947, rises once more to 
27.8 millions in 1951 (maturity year of the 25-year loans of 
1926), but is quite unimportant from 1952 on, and will cease 
altogether after the last principal amounts of the thirly-year 
loans of 1926 have been redcemed. 

All these data are based on the assumption that the principal 
of each loan will be redeemed according to the terms of the loan 
agreement. There are, however, two factors which in practice 
will change those figures. On the one hand, redemption before 
maturity will increase the debt service in the earlier years; the 
repayment of the Siemens 3-year bonds (January 1, 1927, 
instead of January 1, 1928), of the Krupp 5-year notes (June 
15, 1927, instead of December 15, 1929), and of the Thyssen 
5-year bonds (July 1, 1927, instead of January 1, 1930) will 
have such effect. On the other hand, the high market prices 
will reduce the debt service before the last date of maturity 
for some of the sinking fund bonds with a sinking fund exelu- 
sively applied to the purchase of bonds if obtainable at or 
below the redemption price. But these are merely shiftings and 
do not materially affect the aggregate payments. 


шша 


YEAR 


1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
194 
1945 
1946 
1947 
1948 
1949 
1950 


1951 


ри 


Dest Service (Dorzars), 1925-1956 


Gen. GEN. 
Reren (1) | Kruer (a) | TuvsszN (3) | THYSSEN ELECTRIC ErectRIC 
(49) (a) (28) 

14,322,000^| 1,465,000 | 2,019,000 700,000 

11,960,667 | 1,412,500 | 1,935,000 5,150,000} 700,000 650,000 
11,652,667 | 1,360,000 | 1.851.000 700 000 650.000 
11,344,667 | 1,307,500 | 1,767,000 700,000 650.000 
11,036,667 | 7,490,000 | 8,883,000 700,000 650.000 
10,728,667 1,397,795 
10,420,667 1,340,325 
10,112,667 1,293,705 | 1,593,750 
9,804,667 1,247,085 | 1,528,750 
9,496,667 1,200,465 | 1,463,750 
9,188,667 1,153,845 | 1,398,750 
8,880,667 1,107,225 | 1,328,750 
8,572,667 1,060,605 | 1,258,750 
8,264,667 1,013,985 | 1,188,750 
7,956,667 967,365 ! 1,118,750 
7,648,667 920,745 | 1,048,750 
7,340,667 874,125 

7,032,667 827,505 

6,724,667 780,885 

6,416,667 734,265 

6,108,667 

5,800,667 

5,492,667 

5,184,667 

4,106,667 

! 


= Including $2,053,333 for 1924. 


Sremens (5) 


1,456,630 
1,403,150 
4,819,670 
559.940 
541460 
522.050 
704.00 
486,020 
167.340 
2,819,060 


SIEMENS (58) 


2,268,300 
2,221,500 
2,174,700 
2,127,200 
2081410 
2 034,200 
1.987.200 
1.940.700 
1.893.000 
1.847.100 
1,800.300 
1,753,500 
1,706,700 
1,659,900 
1,613,100 
1,566,300 
1,519,500 
1,472,700 
1,425,900 
1,379,100 
1,332,300 
1,285,500 
1,238,700 
| 1.191.900 
7.415.100 


Saxon 
Works (6) 
Punic 


125,000 
1.0:0,С00 
1.020.000 
1.050.000 
1,650,000 
1.0:0,000 
1.020.000 
1,050,000 
1,050,000 
1,050,000 
1,800,000 
2,471,250 
2,366.2:0 
2.261,250 
2.156,250 
2,051,250 
1,946,250 
1,841,250 
1,736,250 
1,631,250 

776,250 


—— 


ЗАХОМ 
Ровис 
Works (52) 


487,500 

975,000 

975,000 

975,000 
1,343,906 
1,319,531 
1,295,156 
1,270,781 
1,246,406 
1,222,031 
1,197,656 
1,173,281 
1,148,906 
1,124,531 
1,247,719 
1,213,594 
1,179,469 
1,145,344 
1,111,219 
1,077,094 
1,042,969 
1,008,844 

974,719 

910,594 

906,469 


5,652,038 


Tee 
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YEAR 


1925 
1926 
1927 

1928 
1929 
1930 
1931 

1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
194 
1945 
1946 
1947 
1948 
1949 
1950 


ELECTRIC 


Tower (7) | Bern (8) 
162,500 622,125 414,750 
487,500 | 1,244,250 829,500 
487,500 | 1,244,250 829,500 
487,500 | 1,244,250 829,500 
487,500 | 1,244,250 829,500 
675,000 | 1,244,250 829,500 
662,812 | 1,244,250 829,500 
650,625 | 1,244,250 829,500 
638,437 | 1,244,250 829,500 
626,250 | 1,244,250 829,500 
614,062 | 1,244,250 829,500 
601,875 | 1,244,250 829,500 
589,687 | 1,244,250 829,500 
577,500 | 1,244,250 829,500 
565,312 | 1,244,250 829,500 
553,125 | 1,244,250 829,500 
540,937 | 1,244,250 829,500 
528,750 | 1,244,250 829,500 
516,562 | 1,244,250 829,500 
504,375 | 1,244,250 829.500 
492,187 | 1,244,250 829,500 
480,000 | 1,244,250 | 829,500 
467,812 | 1,244,250 | 829,500 
455,625 | 1,244,250 | 829,500 
443,437 | 535,061 | 356,708 
3,871,875 


Соһовхе (9) Musicu (о)! 


1,044,000 
1,013,550 
983,100 
952,650 
922,200 
891,750 
861,300 
830,850 
800,400 
769,950 
739,500 
709,030 
678,600 
648,150 
617,700 
587,250 
556,800 
526,350 
495,900 
465,450 


BANK FOR | 


AGRICULTURE) BREMEN (12) Bavaria (13) 


(11) 


2,131,315 
2,131,665 
2,130,090 
2,131,450 
2,131,465 
2,134,030 
2,132,865 
2,132,005 
2,131,205 


2,131,290 
2,132,910 
2,131,785 
2,131,810 
2,130,670 
2,131,050 
2,130,635 
2,134,005 
2,131,705 
2,130,630 
2,133.220 
2,130,880 
2,131,435 
2,131,115 
2,131,465 
2.130.855 


1,786,875 
1,734,375 
1,681,875 
1,629,375 
1,516,875 
1,524,375 
1,471,875 
1,419,375 
1,366,875 
8,814,375 


1,725,000 
1,676,250 
1,627,500 
1,578,750 
1,530,000 
1,481,250 
1,432,500 
1,383,750 
1,335,000 
1,286,250 
1,237,500 
1,188,750 
1,140,000 
1,091,250 
1,042,500 

993,750 

945,000 

896.250 

847,500 

798,750 


Bavaria (53) 


650,000 
650,000 
650,000 
841,740 
841,740 
841,740 
841,740 
841,740 
841,740 
811,740 
841,740 
841,740 
841,710 
841,740 
841,740 
841,740 
$41,740 
$41,740 
5,170,019 


Rutnr- 
MAIN- 
Danvoae (14) 


Ко тә 
VERR 


їл in Un Cn in Cn Cn Cn Ci л л (л 
Кә ко Ко т 


3388888838888333 


о HM) P JO әәә әәә 


522,200 
522,200 
522,200 
522,200 
522,200 
152,373 


KARSTADT 
(15) 


445,900 
429,000 
412,200 
395,400 

2,178,600 


Wwu3MONNOH OL NIAANH 


eee 


Dest Service (DorraAns), 1925-1956 (Continued) 


DUESSEL- Hemet- WURTTEM- | HaununG Orpen- RHINE- 
Year | poer (16) DERG (17) BERG EL. (19) nuzG (20) | МЕБТРИАМА 
Cities (18) Ev. (21) 

1925 | 56,250 

1926 | 210,000 123,750 | 1,008,000 380,000 | 285,000 | 1,093,000 
1927 | 203,875 135,000 978,600 469,500 | 282,750 | 1,065,000 
1928 | 197,750 135,000 949,200 455,500 | 283,290 840,500 
1929 | 191,625 135,000 919,800 441,500 | 283,410 826,500 
1930 | 185,500 135,000 890,400 427,500 | 283,110 812,500 
1931 179,375 135,000 861,000 413,500 | 282,390 798,500 
1932 | 173,250 135,000 831,600 399,500 | 284,250 882,750 
1933 | 167,125 135,000 802,200 385,500 | 282,480 861,750 
1931 | 161,000 135,000 772,800 371,500 | 283,290 840,750 
1935 | 154,875 135,000 743,400 | 2,457,500 | 283,470 819,750 
1936 | 148,750 135,000 714,000 283,020 897,000 
1937 | 142,625 135,000 684,600 281,940 869,000 
1938 | 136,500 135,000 655,200 283,230 841.000 
1939 | 130,375 135,000 625,800 283,680 813,000 
1940 | 124,250 135,000 596,400 283,290 785,000 
1941 118,125 135,000 567,000 282,060 757,000 
1942 112,000 135,000 537,600 282,990 729,000 
1943 | 105,875 135,000 508,200 282,870 799,250 
1944 99,750 135,000 478,800 281,700 764,250 
1945 93,625 135,000 419,400 282,480 729,250 
1946 135.000 694,250 
1947 135,000 757,500 
1948 135,000 715,500 
1949 135,000 673,500 
1950 259,927 631.500 


НЯ a ЗО ЗОО ОИ 


Mun, Bane 
HESSEN (22) 


432,000 
419,400 
406,800 
394,200 
381,600 
369,000 
356,400 
343,800 
331,200 
318,600 
306,000 
293,400 
280,800 
268,200 
255,600 
243,000 
230,400 
217,800 
205,200 
192,600 


Сооп Horr 
(23) 


1,216,250 
1,181,250 
1,146,250 
1,111,250 
1,076,250 
1,041,250 
1,006,250 
971,250 
936,250 
901,250 
866,250 
831,250 
796,250 
761,250 
726,250 
691,250 
656,250 
621,250 
586,250 
551,250 


Пвкввен 
(24) 


595,625 
578,125 
560,625 
543,125 
525,625 
508,125 
490,625 
473,125 
455,625 
438,125 
420,625 
403,125 
385,625 
368,125 
350,625 
333,125 
315,625 
298,125 
280,625 
263,125 


FRANKFORT 


(25) 


480,000 
466,000 
452,000 
438,000 
424,000 
410,000 
396,000 
382,000 
368,000 
354.000 
340.000 
326,000 
312,000 
298,000 
284,000 
270,000 
256,000 
242,000 
228,000 
214,000 


ANVWIHO OL SNVOT МУОТЯЛИУ 


WESTPHALIA | DUISBURG Haununc- UNITED 

Year | Untrep Er. (27) AMERICAN INDUSTRIAL 
(26) Live (20) (30) 

1925 — = = = 
1926 | 487,500 360,000 422,500 510,000 
1927 | 487,500 349,500 422,500 501,000 
1928 | 487,500 339,000 922,500 492,000 
1929 | 487,500 328,500 890,000 483,000 
1930 | 487,500 318,000 857,500 474,000 
1931 | 680,500 | 307,500 825,000 465,000 
1932 | 680,455 297,000 792,500 456,000 
1933 | 680,597 286,500 760,000 417,000 
1934 | 680,862 276,000 727,500 438,000 
1935 | 680,685 265,50 695,000 | 429,000 
1936 | 680,533 255,000 662,500 | 420,000 
1937 | 680,841 244,500 | 630,000 411.000 
1938 | 680,510 | 234,000 597,500 | 402,000 
1939 | 681,010 | 223,500 | 565,000 393,000 
1940 | 680,710 | 213,000 | 532,500 384,000 
1941 | 680,577 | 202,500 375,000 
1942 | 680,514 192,000 366,000 
1943 | 680,924 181,500 357,000 
1944 | 680,676 171,000 348,000 
1945 | 680,206 160,500 3,339,000 


1946 | 680,916 
1947 | 680,611 
1948 | 682,726 
1949 | 680,469 
1950 | 679.469 


Unitep 
INDUSTRIAL 
(67) 


390,000 
390,000 
510,000 
502,200 
494,400 
516,600 
506,850 
497,100 
487,350 
477,600 
467,850 
488,100 
476,400 
464,700 
4,473,000 


Saxon Saxon BADEN RBEINELBE Tıerz 
MORTGAGE MonRTGAGE | Crrigs (32) | Омох (33) (34) 
Inst. (31) Inst. (66) 
467,970 — 383,700 | 2,364,080 | 378,750 
469,360 360,211 383,700 | 2,320,330 | 367,500 
468,120 360,205 383,700 | 2,276,580 | 356.250 
168,320 360,233 383,700 | 2,232,830 | 345.000 
467,750 360,266 383,700 | 2,189,080 | 333,750 
468,480 360,193 | 383,700 | 2,145,330 | 326,250 
468,370 360,225 383,700 | 2,101,580 | 315,000 
469,420 360,090 | 383,700 | 2,057,830 | 303,750 
467,490 360,054 | 383,700 | 2,014,080 | 292,500 
468,650 360,087 | 383,700 | 1,970,330 | 281,250 
468,690 360,062 | 383,700 | 3,154,705 | 270,000 
467,610 360,058 | 383,700 | 3,023,455 | 258,750 
467,410 360,064 | 383,700 | 2,892,205 | 247,500 
467,880 360,068 | 383,700 | 2,760,955 | 236,250 
466,950 360,091 | 383,700 | 2,629,705 | 225,000 
468,550 | 360,033 | 383,700 | 2,498,455 | 213,750 
468,470 | 360,086 | 383,700 | 2,367,205 | 202,500 
468,710 360,122 383,700 | 2,235,955 | 191,250 
469,060 360,076 | 383,700 | 2,104,705 | 180,000 
167,450 360,077 | 383,700 | 1,973,455 | 168,750 
359,733 | 383,700 

383,700 

383,700 

383,700 

383,923 


— —— 
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Dent Service (0011485), 1925-1956 (Continued) 


Yean | Anuatt EL. 


1926 


1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 


SACHSEN: 


Gs) 


556,875 


524,375 


Hvoro-Er. 
WURTTEM- 
BERG (36) 


320,800 


320,000 
320,800 
320,800 
320,000 
320,800 
320,800 
320,800 
320,800 
320,800 
320,800 
320.800 
320,800 
320,800 
320,800 
320,800 
320,800 
320,800 
320,800 
320,800 
320,800 

320,800 

320,800 

320,800 

320,800 

320,800 


SILESIA 
Exectric 
Gn 


230,000 


356,750 
350,250 
343,750 
337,250 


330,750 
324,250 
317,750 
311,250 
304,750 
298,250 
291,750 
285,250 
278,750 
272,250 
265,750 
259,250 
252,750 
246,250 
239,750 
2,068,250 


BAVARIAN 
PALATINATE 
Cms (38) 


358,350 
358,920 
358,965 
358,485 
357,980 
359,915 
357,580 
358,720 
359,055 
358,585 
357,310 
358,730 
359,100 
358,920 
357,155 
358,340 
358,195 
356,720 
357,915 


BERLIN 
Сату Er. 
Go) 


1,162.500 
2,065,000 


BERLIN 
Ciry Er. 
(68) 


1,300,000 
2,155,436 
2,098,914 
2,042,392 
1,985,870 
1,929,348 
1,872,826 
1,816,305 
1,759,783 
1,703,261 
1,646,739 
1,590,218 
1,533,696 
1477,14 
1,420,652 
1.364,130 
1.307.608 
1,251.087 


1.294,565 | 


1.138.043 
1,081,521 
1,025.000 
| 968.478 


911.938 | 


SAVINGS 
Banks ETC. 
Assoc. (30) 


2,171,200 
2,171,016 
2,171,315 
2,170,952 
2,171,145 
2,171,177 
2,171,283 
2,171,205 
2,171,145 
2,171,274 
2,171,269 
2,171,269 
2,171,379 
2,171,213 
2,171,305 
2,171,204 
2,171,379 
2,171,315 
2,171416 
2,164,203 


Слтпомс 
Спояси 
DAVARIA (42) 


476,230 
476,393 
476,942 
177,328 
477,495 
477,910 
478,520 
478,155 
479,062 
479,890 
480,650 
480,755 
481,653 
482,255 
482,957 
483,673 
484,795 
485,202 
486,290 

15,435 


162,500 
325,000 
468,464 
468,464 
468,464 
468,464 
468,464 
468,464 
468,464 
468,464 
468,464 
468,461 
468 464 
468,464 
468.461 
468,464 
468 464 
468,464 
168.164 
468,464 
234,232 


275,000 
5,000,500 


41952-54: $20,800; 1955: $311,777. 
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Sean. HawnURG ILSEDER АПАТ 
(59) STEEL (44) (45) 

1926 = 455,625 70,000 
1927 600,000 | 891,563 236,500 
1928 600,000 | 865,312 229,500 
1929 600,000 | 839,063 222,500 
1930 600,000 | 812,812 215,500 
1931 600,000 | 786,563 208,500 
1932 600,000 | 760,312 201,500 
1933 600,000 | 734,063 194,500 
1934 600,000 | 707,812 187,500 
1935 600,000 | 681,563 180,500 
1936 600,000 | 655,312 173,500 
1937 600,000 | 629,063 166,500 
1938 600,000 | 602,812 159,500 
1939 600,000 | 576,563 152,500 
1940 600,000 | 550,312 145,500 
1941 600,000 | 524,063 138,500 
1942 600,000 | 497,812 131,500 
1943 600,000 | 471,563 124,500 
1944 600,000 | 445,312 117,500 
1945 600,000 | 419,063 110,500 
1946 |10,600,000 | 199,687 103,500 
1947 

1948 

1949 

1950 

1951 


STETTIN 


| 
Слтиоис | MASSE |OngerraLz 


Mass n Mitac Usrres А 
ямо це Pomet) МЫ эпа gay | Жала: | Am Parar, 
105,000 105.000 205.000 | 1.275.000 | 105.000 105,000 
210,000 282,375 304,750 | 2.520.750 | 210.000 210,000 
210,000 277,125 297,150 | 2,481,750 | 292,200 210,000 
210.000 271,875 290.750 | 2.442.750 | 292.200 210,000 
210,000 266,625 283.750 | 2,403,750 | 292.200 210,000 
210.000 261,375 276,750 | 2,364,750 | 292.200 325,800 
507,000 256,125 269,750 | 2,325,750 | 292,200 317.400 
484,500 250,875 262.750 | 2,286,750 | 292.200 309.000 
463,500 245,625 255,150 | 2,247,750 | 292,200 300,600 
441,000 240,375 248,750 | 2,208,750 | 292,200 292,200 
420,000 235,125 241,150 | 2.169,750 | 292,200 283,800 
397,500 229,875 234,750 | 2,130,750 | 292,200 275,400 
376,500 224,625 227,750 | 2,091,750 | 292,200 267,000 
354,000 219,375 220,750 | 3,233,250 | 292,200 258,600 
333,000 214,125 213,750 | 3,116,250 | 292,200 250,200 
310,500 208.875 206,750 | 2,999,250 | 292,200 |1,863,000 
203,625 199,750 | 2.882,250 | 292,200 
198,375 192,750 | 2,765,250 | 292.200 
193,125 185,750 | 2,648,250 | 292,200 
187,875 178,750 | 2,531,250 | 292,200 
1,630,125 171,750 | 2,414,250 | 127,004 
164,750 | 2,297,250 
157,750 | 2,180,250 
150,750 | 2,063,250 
143,750 | 1,946,250 
136,750° | 929,250 


EL. (55) 


58,600 
117,200 
117,200 
117,200 
117,200 
117,200 
117,200 
117,200 
117.200 
117,200 
117,200 
117,200 
117,200 
117,200 
117,200 
117,200 
117,200 
117,200 
117,200 
117,200 

53,028 


— ae 


* 1952: $129,750; 1953: $122,750; 1954: $115,750; 1955: $108,750; 1956: $1,750. 
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Lee 


YEAR 


1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 


Dent Service (Dorrams), 1925-1956 (Continued) 
——— M nn mm m 


Prussia 
(s6) 


1,300,000 
1,300,000 
1,300,000 
1,300,000 
1,300,000 
1,557,000 
1,557,295 
1,557,185 
1,557,505 
1,558,290 
1,557,710 
1,556,765 
1,557,390 
1,558,390 
1,557,635 
1,557,125 
1,557,730 
1,557,255 
1,557,635 
1,557,675 
1,557,245 
1,560,215 


Letrzic 


135,180 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
270,360 
127,503 


Паноуки 
(60) 


2,110,000 


GERMAN- 
ATLANTIC 


Cante (61) 


304,488 
393,885 
393,892 
393,908 
393,565 
393,055 
392,435 
392,190 
391,730 
391,285 
391,160 
390,092 
390,110 
389,043 
388,530 
387,775 
387,175 
386,625 
381,070 


UNTRRELNE 
Er. (62) 


162,500 
162,500 
359,250 
346,250 
333,250 
320,250 
307,250 
294,250 
281,250 
268,250 
255,250 
242,250 
229,250 
216,250 
103,250 


CHEMNITZ 
(63) 


PROTESTANT BERLIN REALTY 
WELPARE ELevateo | [uPROVE- 
INsr. (64) Rys. (65) | went (69) 
87,500 | 1,142,696 | 140,482 
209,250 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,182 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1.142.696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
243,500 | 1,142,696 | 140,482 
227,587 | 1,142,696 | 140,482 
1,142,696 


| 1,142,696 


TOTAL 


21,743,255" 
52,571,462 
72,230,667 
$8,852,451 
73,390,380 
57,248,167 
55,366,816 
54,962,427 
53,838,431 
55,119,572 
61,520,060 
51,208,343 
49,964,401 
48,757,053 
48,697,312 
47,525,888 
30,256,264 
42,339,834 
41,265,697 
40,083,661 
44,793,711 
42,908,782 
21,622,038 
20,987,734 
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ПІ. INCIDENTAL EXPENSES OF DEBT SERVICE 


Aside from the expenses of issue (bank commissions, etc.) and 
the payments intended for the bundholders, the borrower has 
to bear a variety of other charges which in the aggregate often 
mean a very considerable additional burden. One of these 
charges—the payment of German taxes if such are imposed on 
the income from the bonds — has been discussed in Chapter 
VII. It amounts to 10 per cent of the interest, that is 0.7 
per cent of the nominal capital of a 7 per cent loan. Other 
charges are: 


1. The maintenance of a transfer and registry office in the 
United States, 


2. The fees for the listing of the bonds on the New York 
Stock Exchange, 

3. The reimbursement of the actual expenses of the Fiscal 
Agent, Trustee, etc., 


4. The compensation of the Fiscal Agent for his services, 
5. The compensation of the Trustee for his services. 


1. Maintenance of Transfer and Registry Office 


A borrower who applies to the New York Stock Exchange for 
the listing of a security has to agree “to maintain, in accordance 
with the rules of the Stock Exchange, a transfer office or agency 
in the Borough of Manhattan, City of New York, where all 
listed securities shall be directly transferable, and the principal 
of all listed securities with interest or dividends thereon shall be 
payable; also a registry office in the Borough of Manhattan, 
City of New York, other than its transfer office or agency in 
said city, where all listed securities shall be registered." Such 
offices, according to the loan agreements and indentures, have 
also to be maintained by some of the German borrowers who 
have not yet had their bonds listed on the New York Stock 
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Exchange. The Trust Agreement securing the Hamburg Electric 
Company debentures (19) thus provides: 


Until all of the Debentures shall have been paid or the payment 
thercof provided for, the Company will at all times maintain an 
office or agency in the Borough of Manhattan, The City of New 
York, where notices and demands in respect of the Debentures 
and coupons may be served, and by written notice will designate 
such office or agency to the Trustee. (Article Third, Section 3) 

Until all of the Debentures shall have been paid or the payment 
thercof provided for, the Company will keep and maintain a Fiscal 
Agent in The City of New York at the office of which the principal 
and interest of the Debentures shall be payable and the Debentures 
called for redemption . . . shall be payable as herein provided. The 
Company shall from time to time file with the Trustee a written 
designation of such Fiscal Agent. (Article Third, Section 4) 


2. Fees for Listing of Bonds 


According to the rules of the New York Stock Exchange, 
“applications must be accompanied . . . by a check for $100 
for each $1,000,000 or portion thereof, of each class of security 
- . . In addition, companies making application are required 
to pay cost of printing." This expense is sometimes, perhaps 
unnecessarily, enhanced by the fact that the borrower applies 
for the listing in New York of all the bonds outstanding, al- 
though a considerable part may have.been floated in Europe. 
The German Central Bank for Agriculture and the Rheinelbe 
Union, for example, made application for the listing of $25,000,- 
000 bonds, but they issued in the United States not more than 
$18,500,000 and $16,950,000 respectively. The Rhine-West- 
phalia Electric Power Corporation and the State of Bavaria 
made application for the listing of $10,000,000, but issued in 
the United States only $8,400,000 and $8,050,000 respectively. 
The Ilseder Steel Corporation applied for the listing of 
$7,500,000 and issued in the United States only $5,250,000. 

In some cases, as in the case of the $10,000,000 loan to the 
city of Cologne (9) and the $8,400,000 loan to the Wurttemberg 
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Associated Municipalities (18), it has been expressly agreed 
that the cost and expenses of the listing applications shall be 
borne by the borrowers, "but to an amount not in excess of 
$1,500.” 


8. Reimbursement of Actual Incidental Expenses 


According to the General Bond for the Reparation L an (1), 
the German government "shall also pay all charges, commis- 
sions and other payments to be made and payable in connection 
with the service of the Loan or otherwise howsoever." The 
agreement on the loan to the Wurttemberg Associated Munici- 
palities (18) provides: 


'The Associated Municipalities will punctually pay to the Fiscal 
Agents of the Loan at their offices in the City of New York such 
amounts as may be requisite to meet the expenses of publication of 
notices, expenses in connection with the drawing of bonds, expenses 
for cables and correspondence and all other expenses of or incident 
to the service of the Loan; such additional payments shall be made 
from time to time on written request of the Fiscal Agents and an 
itemized statement of expenditures made for such expenses shall be 
sent with vouchers by such Fiscal Agents to the Associated Muni- 
cipalities semi-annually. (Article Ninth) 


All those various items are specified in most agreements and 
indentures. They are in the main: 


(a) Publication and mailing of notices; 

(b) Legal advice to Fiscal Agent, Trustee, etc.; 

(c) Investigations by the Trustee; 

(d) Auditing of the borrower’s books; 

(e) Execution of instruments through Trustee. 

(a) Publication and mailing of notices. The publication cost 
is an item which in case of a small loan may constitute a com- 
paratively big item since such notices, as has been shown for 
the redemption notices (in Chapters VIII and IX), have in 
many cases to be published rather frequently. They refer, 
apart from call for redemption, to changes of Fiscal Agents, 
Trustees, etc. The Indenture securing the Berlin City Elec- 
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tric Company 61% per cent debentures (68), for instance, 
demands the following notices to be given: 


Notice of redemption of Debentures [before maturity] . . . or 
for the Sinking Fund . . . shall be published by the Fiscal Agent 
once a week for four successive weeks in two daily newspapers, 
selected by the Fiscal Agent, printed in the English language, 
published and of general circulation in the Borough of Manhattan, 
City and State of New York. . . The Fiscal Agent shall cause sim- 
ilar notice to be mailed, postage prepaid . . . to each registered 
owner of Debentures designated for redemption whose address 
shall appear on the transfer register . . . (Article IV, Section 2) 

If the American Trustee shall resign, notice thereof shall be 
published, at the Company's expense, at least once in each week for 
four successive weeks prior to the date so specified, in a daily news- 
paper [see above]. (Article X, Section 2) 

Tn the case at any time the American Trustee or any successor to 
it shall resign or be removed . . . a successor American Trustee may 
be appointed . . . The Company shall publish a notice of any such 
appointment so made once in cach week for four successive weeks in 
a daily newspaper [see above]. (Article X, Section 3) 

Any moneys deposited with the Fiscal Agent . . . which remain 
unclaimed by the holders of Debentures and coupons for six years 
after the date upon which the same become payable shall be paid by 
the Fiscal Agent to the Company and such holders of Debentures 
and coupons shall thereafter be entitled to look only to the Company 
for payment therefor; provided, however, that the Fiscal Agent, 
before being required to make any such payment to the Company 
may, at the expense of the Company, cause notice that such moneys 
remain unclaimed as aforesaid and that after a date named therein 
they will be returned to the Company to be published once a week 
for four successive weeks in a daily newspaper of general circulation 
printed in English, published in the Borough of Manhattan, City 
and State of New Vork. (Article VI, Section 4) 

Since the sinking fund payments are to be made semi-annually 
in the case of this loan, many hundreds of advertisements will 
have to be made.? In other cases even more ample publications 

? The notice quoted on page 189, referring to a redemption of $132,000 
bonds cost each time about $325. Another notice in the New York Times 
of March 29, 1927, referring to a $100,000 semi-annual sinking fund instal- 
ment, cost about $200. 
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are demanded, and not only as to the redemption. The 
Trust Indenture securing the Saxon Public Works 7 per cent 
bonds (6), for example, provides that a notice of resignation 
of the Trustee shall be published at least once a week for four 
consecutive wecks in each of two New York newspapers. 
Numerous other indentures provide that a notice of appoint- 
ment of the Trustee or Co-Trustee shall be published once 
a week in each of four successive weeks in two daily news- 
papers. 

Тһе agreement on the Thyssen certificates of participation 
(49) requests that if the maturity of those six-months certilicates 
should be extended, notice of such extension shall be published 
at least twice in a New York daily newspaper and mailed to 
each registered owner of a participation certificate. 

(b) Legal advice. The Fiscal Agents, Trustees, etc., may 
secure any legal advice they deem necessary at the expense of 
the borrower. The Indenture securing the Thyssen 7 per cent 
bonds (3) thus provides: 


The Affiliated Companies will pay, or reimburse the Sinking 
Fund Agent on demand, for all expenses incurred by it in such 
capacity, including reasonable fees and disbursements of counsel for 
such legal advice as the Sinking Fund Agent shall deem necessary. 
(Article 11, Section 6; literally same provision as to Paying Agent. 
Article V, Section 2) 

The Trustees may advise with counsel to be selected and em- 
ployed by them at the expense of the Affiliated Companies. 
(Article IX, Section 1) 


(c) Investigations by the Trustee. The Indenture securing 
the Berlin City Electric Company 61% per cent debentures (68), 
for example, provides: 


Notwithstanding anything in this Indenture contained to the 
effect that any matter of fact necessary to be ascertained by the 
Trustees shall be conclusively established by any certificate, 
statement or other paper filed with the Trustees, the Trustees or 
either of them may nevertheless (but shall under no circumstances 
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be obligated so to do) make such independent investigations as 
they, or cither of them, may deem ПЕ with respect to any such 
matter, and the expense thereof shall be borne by the Company, or, 
if paid by the ‘Trustees, shall be repaid by the Company upon de- 
mand, with interest at the rate of six and one-half per cent per 
annum. (Article X, Section 1) 


This provision is to be found in a large number of indentures, 
the rate of interest mentioned in the last sentence always being 


that of the loan. 
(d) Auditing of the borrower's books. The Indenture securing 


the Thyssen 7 per cent bonds (3) provides, 


that so long as any Bonds are outstanding, the books of the Affil- 
iated Companies and each of them will be audited annually, at 
the expense of the Afliliated Companies, by a certified public 
accountant or firm of certified public accountants, satisfactory to 
said Dillon, Read & Со... . (Article IV, Section 15) 


(e) Execution of Trustee through instruments. The Indenture 
securing the Good Hope Steel and Iron Works bonds (23) 
contains the following general provision: 


F'rom time to time, at the cost and expense of the Corporation, 
the Trustee shall execute with the Corporation all such instru- 
ments supplemental to this Indenture, or otherwise, which shall 
be required to be so executed in order that the Corporation may 
comply with the provisions of this Indenture or exercise any 
privileges to it granted hereunder with respect to the mortgaged 
property. (Article Nine, Section 1) 


'The Indenture securing the Berlin City Electric Company 
61% per cent debentures (68) provides in case of the resignation 
of a Trustee: 


The trustee ceasing to act shall . . ., on the written request 
of the Company or of the new trustee, and at the Company's 
expense, execute and deliver all such instruments as may be legally 
necessary to transfer to such new trustee. . . (Article X, Section 5) 


The same indenture, for instance, provides in case the Com- 
pany has fulfilled all its obligations: 


346 AMERICAN LOANS ТО GERMANY 


The Trustees, at the request of the Company, and at its cost 
and expense, shall cancel and satisfy this Indenture . . . (Article 
IV, Section 4) 


The Indenture securing the Good Hope Steel and Iron 
Works bonds (23) mentions as expenses to be reimbursed to the 
Trustees the cost of destroying the temporary bonds aad later 
the definitive bonds: 


Every temporary Bond surrendered in exchange for a definitive 
Bond or Bonds shall be destroyed and cremated, at the expense of 
the Corporation, by the Trustee, and the Trustee, forthwith, shall 
deliver to the Corporation its certificate of the incineration and 
destruction of such temporary Bonds and such certificate. shail 
state the serial numbers and the principal amounts of the can- 
celled and destroyed temporary Bonds. (Article One, Section 2) 

When and as paid all Bonds and coupons shall forthwith be 
cancelled by the Fiscal Agents and delivered to the Trustee, and 
the Trustee forthwith, at the expense of the Corporation, shall 
destroy and cremate the same and deliver to the Corporation its 
certificate of their incineration and destruction and such certificate 
shall state the serial numbers and the principal amounts of the can- 
celled and destroyed Bonds and coupons. (Article One, Section 6) 


4. Compensation of the Fiscal Agent 


As a compensation for his services, the fiscal agent (paying 
agent, sinking fund agent) in most cases gets commissions and in 
addition receives, for temporary use in his business, interest 
and sinking fund payments before they become due to the bond- 
holders. 

Commissions. The commissions are either specified or shall 
be as usual. They are specified. for instance, in the indenture 
securing the Berlin City Electric Company 614 рег cent deben- 
tures (68): 

The Company agrees to pay to the Fiscal Agent as compensation 
for its services in said capacity: 
(1) 3/16 of 1% of the amount of all funds deposited with the 
Fiscal Agent on account of interest on the Debentures; 
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(2) 1/12 of 1% of the principal amount of all Debentures 
called for redemption in part by lot; 

(3) 1/40 of 1% of the amount of all funds deposited with the 
Fiscal Agent on account of payment of principal of the Deben- 
tures at maturity or upon redemption of the Debentures as a 
whole; and 

(4) 1/10 of 1% of the principal amount of all Debentures 
purchased for the Sinking Fund. 

Payment of such compensation to the Fiscal Agent shall be made 
at the time the funds to be used for such purposes are deposited by 
the Company with the Fiscal Agent and such deposits shall in each 
instance be increased by an amount sufficient to pay such com- 
pensation. (Article VI, Section 2) 


Some of the commissions are higher in the case of the 61% 
per cent Siemens loan (58), namely 14 of 1% for (1), py of 1% 
for (2), and 15 of 1% for (4). The indenture securing the 
Karstadt loan (15) provides: 


The Company agrees to pay to the Fiscal Agent, as compensa- 
tion for its services in said capacity: 

(a) М of 1% of the amount of all funds disbursed by the 
Fiscal Agent on account of interest on the Bonds; 

(b) 1/40 of 195 of the amount of all funds disbursed by the 
Fiscal Agent on account of principal of, and premium on the 
Bonds, whether upon redemption of the Bonds or at maturity; 

(c) 1/10 of 195 of the amount of all moneys paid by the Com- 
pany into the Sinking Fund; 

(d) 1/10 of 1% of all other funds disbursed by the Fiscal 
Agent on behalf of the Company. (Article VI, Section 2) 


The commissions are the same for the loans to the Municipal 
Bank of the State of Hessen (22) and to the Rheinelbe Union 
(33). Some of the commissions are considerably higher in 
the case of the Unterelbe Power & Light Company loan (62), 
namely !4 of 1% for (b) and (c). 

The Trust Agreements securing the loans to the Leipzig 
Overland Power Companies (57) and the Berlin Housing and 
Realty Improvement Company (69) provide a commission of 
14 of 1% of the amount of all funds disbursed by the Fiscal 
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Agent on account of interest on the bonds and on account of 
principal of and premium on the bonds whether upon redemption 
of the bonds or at maturity, and likewise a commission of 14 
of 1% of the principa! amount of bonds surrendered in lieu 
of sinking fund payments. In the case of the loan to the Mann- 
heim and Palatinate Electric Companies (53) the last com- 
mission is only №$ of 1%. 

The agreement on the Joan to the Wurttemberg Associated 
Municipalities (18) provides for still other commissions: 


The Associated Municipalities will pay to the Fiscal Agents in 
equal parts thereof as compensation for their services as such agents, 
a commission of !$ of 1% of the amount received by the Fiscal 
Agents for the payment of the principal of the bonds or for the 
redemption of the bonds . . . and in addition a commission of 
М of 1% on the amount received by the Fiscal Agents from time 
to time for the payment of coupons. (Article Eighth) 


The commissions of the Sinking Fund Agent are to be “equal 
to the current rate of commissions allowed on bond purchases 
in accordance with the rules of the New York Stock Exchange," 
for example, according to the Indenture securing the Thyssen 
7 per cent bonds (3): 


As full compensation for its services as Sinking Fund Agent, the 
Sinking Fund Agent shall be entitled to charge the Atüliated 
Companies, and the Affiliated Companies agree to pay to the Sink- 
ing Fund Agent, on all purchases of Bonds made by the Sinking 
Fund Agent, as above provided, for account of the Sinking Fund. 
commissions equal to the current rate of commissions allowed on 
bond purchases in accordance with the rules of the New York 
Stock Exchange. Such compensation shall be paid the Sinking 
Fund Agent on demand and, in any event, at least quarterly on 
March 14, June 14, September 14 and December 14, of each year. 
(Article II, Section 6) 


The same indenture specifies the commissions to be paid to 
the Paying Agent. The Indenture securing the Good Hope 
Steel and Iron Works bonds (23) provides for a “reasonable” 
compensation to the Fiscal Agents: 
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From time to time, on demand, the Corporation shal! pay the 
Fiscal Agents or Fiscal Agent respectively a reasonable compensa- 
tion for all services rendered hereunder, and also their rcasonable 
expenses, charges, counsel fees and other disbursements and those 
of their attorneys, agents and employees incurred in and about the 
performance of their powers and duties hereunder. In default of 
such payments by the Corporation, such expenses, charges, fees 
and othes disbursements shall be secured by the mortgage created 
pursuant to this Indenture in priority to the Bonds and the coupons, 
but junior to any lien provided for in this Indenture in favor of the 
"Prustee and by any funds in the possession of a Fiscal Agent from 
which funds such Fiscal Agent is hereby authorized to satisfy such 
expenses, charges and fees. Each Fiscal Agent may from time to 
time divide and pay over to the other such amounts then held on 
deposit by it as Fiscal Agent as they may mutually agree. (Article 
‘Yen, Section 2) 


‚Advance payments. Advance payment of interest and sinking 
fund instalments is probably often more burdensome to the 
borrower than profitable to the fiscal agent, since the borrower 
has to furnish at a nominal interest funds for which he still has 
to pay a very high interest, while the fiscal agent may find it 
difficult to earn from those funds a yield rate as high as is the 
cost rate of the loan to the borrower. 

The rate of interest to be paid by the Fiscal Agent to the bor- 
rower on advance payments and, for this matter, on any funds 
deposited with him (unexpended balances in the sinking fund, 
etc.) is in most cases “the current rate of interest generally al- 
lowed on similar deposits." The indenture securing the Thyssen 
1 per cent bonds (3) thus provides: 

The Sinking Fund Agent will allow the Affiliated Companies 
interest on daily balances in the Sinking Fund at the current rate of 
interest generally allowed on similar deposits in the Borough of 
Manhattan, City and State of New York. (Article ТІ, Section 2) 

The Sinking Fund Agent will carry all funds deposited with and 
paid to it in such capacity, in a special account or accounts, to be 
suitably designated on its books as Sinking Fund Agency accounts, 
but pending disbursement of such funds, as herein provided, may 
use such funds generally in its business. (Article II, Section 5) 
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The contract on the State of Bremen loan (12) provides in a 
similar manner: 


Upon any and all moneys held by it in the market purchase fund 
or for the payment of interest, the Paying Agent shall allow to the 
Obligor interest at its then current rate for domestic demand 
deposits; but no interest shall be allowed on funds held for pay- 
ment of Bonds or for payment of interest, after the same shall be 
due and payable. (Article 16) 


The agreement on the loan to the Wurttemberg Associated 
Municipalities (18) provides: 


The Fiscal Agents will allow to the Associated Municipalities 
interest on daily balances of such moncys so paid to them and also 
of any redemption moncys paid to them . . . for the period from 
the date of the payment thereof to them to a date fifteen days 
prior to such semi-annual interest payment date or redemption 
date, at a rate equal to one per cent per annum below the discount 
rate of the Federal Reserve Bank of New York then current. 
(Article Eighth) 


This burden is especially heavy when payments to the Fiscal 
Agent have to be made much in advance of the date on which 
they become due to the bondholder. The Trust Agreements 
securing the loans to the Leipzig Overland Power Companies (57) 
and to the Berlin Housing and Realty Improvement Company 
(69), which, as has been shown, provide for very high com- 
missions to the Fiscal Agent, demand in addition interest and 
sinking fund payments six months in advance. The agreement 
on the latter loan thus reads: 


The Company covenants and agrees that forthwith upon the 
execution of this Agreement, the Company will deposit with the 
Fiscal Agents in The City of New York out of the proceeds of the 
sale of the Bonds the amount of one six months instalment of 
interest and sinking fund on the Bonds. The Fiscal Agents will 
keep the amount so provided on deposit to the credit of the Com- 
pany in a special account to be used by the Fiscal Agents only in 
the event of a default by the Company to provide the full amount 
due for interest upon, and/or for the sinking fund for the benefit 
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of, the outstanding Bonds or, at the written or cabled request of 
the Company, for the payment of the last accruing instalment of 
interest and sinking fund on the Bonds or in connection with the 
redemption of all of the outstanding Bonds. The Company 
covenants and agrees that it will at all times keep on deposit with 
the Fiscal Agents in said special account to be so held and applied, 
a sum equal to one six months instalment of interest and sinking 
fund upon the Bonds and at any time and from time to Lime, at the 
request of the Fiscal Agents in writing or by cable, the Company 
will forthwith deposit with the Fiscal Agents such funds as shall 
be required to replace any payment or payments which shall have 
been made bv the Fiscal Agents out of the deposit previously made, 
so that such deposit shall at all times be equal to one six months 
instalment of interest and sinking fund upon the Bonds. 

The Fiscal Agents shall allow the Company interest on all 
funds deposited with them, pursuant to the provisions of this 
Article, during the time in which said funds shall remain on de- 
posit with them and pending the application thereof, at the rates 
which, under the rules of the New York Clearing Mouse, are 
currently allowed by banks and trust companies in The City of 
New York on deposits of a similar character, but no interest shall be 
allowed on money set aside to meet principal or interest payments 
after the due date of such payments. (Article IV, Section 5 and 6) 


In the case of the Krupp loan (2) the Fiscal Agent is not 
allowed any commissions, but is expressly entitled to a prema- 
ture payment of interest and sinking fund instalments without 
any obligation to pay interest on those funds to the company. 
The loan agreement, therefore, contains rather complicated 
provisions as to the dates of payment. The Company covenants: 


(1) That it will duly and punctually pay or cause to be paid to 
the holders of each and every of the Notes the principal thereof and 
the interest accruing on said principal, and the premium thereon in 
the case of redemption . . . (Article Two, Section 1); 

(2) That it will, on or before December !, 1925, and on or before 
December 1 in each year thereafter up to and including December 1, 


1928, pay to the Fiscal Agents, as a Sinking Fund. . . an amount 
of money suflicient to redeem Notes . . . on the next succeeding 
December 15th . . . (Article Four, Section 1); 


(3) All payments herein provided to be made to the Fiscal 
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Agents on account of interest hereunder or on account of payment 
of principal and/or on account of.any premium payable in respect 
of any of the Notes, whether upon maturity, redemption by Sinking 
Fund or otherwise, shall be made to the Fiscal Agents at least fifteen 
days prior to the duc dates of such payments." (Article Five, 
Section 1) 


This apparently means that payments as a Sinking Fund have 
to be made at least 14+15 days before the redemption date. 
The explanation is to be found in the following paragraph: 


The Fiscal Agents shall receive no compensation for their services 
hereunder, excepting that any money received by the Fiscal Agents 
or their successors under any provision of this Agreement may be 
treated by them, until they are required to pay out (he same in con- 
formity herewith, as a general deposit, without any liability for 
interest. (Article Five, Section 1) 


5. Compensation of the Trustee 


As a compensation for their services the Trustees receive 
either an annual salary or a “reasonable compensation” or 
such compensation and in addition the benefit of paying a 
nominal interest only or no interest whatsoever on the funds 
deposited with them. In case the Trustee pays the bonds and 
coupons and administers the sinking fund, he often receives, in 
addition, commissions similar to those of the Fiscal Agents. 

(a) Salary as compensation. The General Bond of the Repara- 
tion Loan (1), which stipulates that “the Trustees shall be not 
less than three in number of whom the Agent General for 
Reparation Payments for the time being shall by virtue of his 
office always be one," provides that each Trustee shall receive 
£100 per year in addition to expenses. 

The German Government shall in each and every year during the 
continuance of the Loan pay to each of the Trustees for the time 
being of these presents a sum at the rate of One Hundred Pounds 


Sterling per annum (or such other rate as the German Government 
may agree with the Trustees) by equal half-yearly payments on the 


10 Italics not in original. 
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fifteenth day of April and the fifteenth day of October in every year 
in addition to all travelling and other costs, charges and expenses 
which he may incur in relation to these presents. (Article 15) 


(b) Reasonable compensation. The agreement on the Krupp 
loan (2), for instance, provides: 


The Bank and the Trustee shall each be entitled to reasonable 
compensation for all services rendered by them in the performance 
of their duties hereunder, and the Company agrees to pay such 
compensalion, as well as the reasonable compensation of such 
attorneys, agents and other persons as they may employ pursuant 
thereto," and all other reasonable expenses necessarily incurred and 
actually disbursed hereunder. The Fiscal Agents, the Bank and 
‘Trustee shall have a first lien upon all moneys and properties coming 
into their possession for the repayment to each and all of them of all 
expenses and disbursements payable by the Company hereunder, 
and for the payment of the reasonable compensation of the Bank 
and the Trustee. (Article Seven, Section 1) 


(c) Compensation and gain of interest. According to the trust 
indenture securing the Siemens companies 7 per cent bonds (5), 
the Trustee receives “а reasonable compensation” and in ad- 
dition profits from the interest on deposits: 


The Corporations shall pay to the Trustee from time to time on 
demand of the Trustee a reasonable compensation for all services 
rendered by the Trustee hereunder, and also all its reasonable 
expenses, charges, counsel fees and other disbursements and those 
of its attorneys, agents and employees, incurred in and about the 
administration and execution of the trusts hereby created, and the 
performance of its powers and duties hereunder. In default of 
such payments by the Corporations, and as security therefor, the 
Trustee shall have a lien therefor on the Commodity Security and 
the proceeds thereof prior to the lien of the Bonds and coupons. 
(Article VITI, Section 1) 

Any moneys paid to or deposited with or to the credit of the 
Trustee pursuant to any of the provisions of this Trust Indenture, 
until required or permitted to be disbursed as in this Trust Inden- 


и Other agreements and indentures also provide for a reasonable com- 
pensation of the depositary, sub-depositarics, etc. 
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ture provided, may be deposited by the Trustee in its commercial 
banking department without liability for interest, except such as 
it may agree on with the Corporations, or in the absence of agree- 
ment, such as is customarily allowed by it on deposits of a similar 
character. Any interest on any such deposits may, except when 
otherwise provided, be paid over from time to time to the Corpora- 
tions. The Trustee shall not be under any duty to invest moneys 
held by it or subject to its control. All such moneys until dis- 
bursed as in this Trust Indenture provided shall, except as in this 
‘Trust Indenture otherwise expressly provided, be subject to the 
lien of this Trust Indenture. (Article VIII, Section 2) 


A similar arrangement has been provided, for instance, in 
the indenture securing the Saxon Public Works 7 per cent bonds 
(6) but with this additional provision that the Trustee shall 
receive all sums which may become payable for principal or 
premium (if any) or for interest at least 31 business days be- 
fore such sums become payable by the terms of the indenture: 


The Company agrees with the 'l'rustee that any and all sums 
which may become payable for principal or premium (if any) or for 
interest, or for or on account of any instalment of the Sinking Кипа, 
shall be placed on deposit with the Trustee at its head office in the 
Borough of Manhattan, City of New Yo.k, United States of 
America, at least thirty-one full business days before the date 
on which such sums respectively become payable by the terms of 
this Mortgage and Trust Indenture, and that any and all other sums 
and expenses payable by the Company in connection with this issue 
will be paid in due and strict conformity with the provisions there- 
for set forth in this Mortgage and Trust Indenture, in gold coin of 
the United States of America, or its equivalent. (Section 36) 

The Trustee shall be entitled to reasonable compensation for 
all services rendered hereunder, and such compensation, as well as 
all reasonable expenses necessarily incurred and actually disbursed 
hereunder by the Trustee, the Company agrees to pay; and, until 
paid, the Trustee shall have a first lien therefor upon any funds 
then in its possession hereunder . . . 

All moneys coming into the hands of the Trustee may be treated 
by it, until such time as it is required to pay out the same, as a 
trust deposit. and the interest (if any) paid thereon shall be at such 
rate as the Trustee allows on similar deposits. (Section 40) 
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The agreement on the Sachsen-Anhalt Electric Company loan 
(35) specifies the compensation of the Trustee: 


The Trustee shall be entitled to compensation for all services 
rendered by it in the execution of the trusts hereby created at 
the rate of fifty dollars a year and in addition thereto at the rate 
of twelve cents per sixty-five dollars interest paid and fifteen cents 
per one thousand dollars of principal paid . . . (Article V, Section 2) 


Tn the case of the serial loan to the State of Bavaria (13), a 
special fec for registering bonds has heen agreed upon aside 
from the benefit of paying a nominal rate on deposits: 


Any money received by the Trusice under any provision of this 
Agreement may be treated by it, until required to bc paid out as 
herein provided, as a deposit, without any liability for interest 
save such as during that time it allows on other deposits of a similar 
character. 

The State will pay to the "Trustee a fce for registering Bonds as 
to principal, which shall be a minimum fee of Fifty Dollars per 
year, plus an additional charge of thirty cents for each Bond 
in excess of one hundred registered in any one ycar. If and when- 
ever the Trustee shall authenticate any of the Bonds . . . the 
State will pay to the Trustee its usual fees for such authentica- 
Чоп... 

The Trustee shall also, be entitled to reasonable compensation 
for all other services rendered by it in the execution of the trusts 
hereby created, and shall also be entitled to be reimbursed for all 
reasonable expenses and disbursements incurred or made by it in the 
performance of its duties hereunder. The State agrees to pay all 
such items, upon the request of the Trustee. (Trust Agreement, 


Section 24) 


The trust agreement securing the 7 per cent bonds of the 
Consolidated Municipalities of Baden (32) also specifies the 


compensation of the Trustee: 


The Trustee shall be entitled to reasonable compensation for 
all services rendered by it in the execution of the trusts hereby 
created, at the rate of one hundred fifty dollars per annum for 
maintenance charges, fifty dollars per annum for acting as Registrar 
and thirty cents for each Bond in excess of onc hundred Bonds 
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registered in any onc year, and in addition one-quarter of one per 
cent of all amounts paid out for principal or interest including 
sinking fund moncys . 


The cities moreover have to pay to the Badische Girozentrale 
(the Depositary) the amounts necessary for the payment of 
interest and sinking fund at least six weeks prior to the date 
upon which the same are due to the Trustee out of which 
deposit the Depositary has to make payments to the "Trustee 
at least 25 days prior to each semi-annual interest payment date. 


The agreement on the 712 per cent loan to the city of Heidel- 
berg (17), which likewise provides for a Depositary as an inter- 
mediate between the borrower and the Trustee, obliges the city 
to make payments still earlier. 


The City agrees to pay to the Badische Girozentrale at Mann- 
heim (hereinafter referred to as the Depositary) out of the reccipts 
of the City from land taxes and trade taxes and industry and from 
income tax (herein sometimes referred to as the “allocated 
revenues") the amounts necessary for the payment of interest and 
sinking fund regularly in equal monthly instalments into said 
special account in such manner that the total amount necded for 
the regular semi-annual payment of interest and sinking fund in- 
stalment . . . are collected always and are so deposited with the 
said Depositary at least six weeks prior to the date upon which the 
same is to be paid over to the Trustee in The City of New York, 
out of which deposit the said Depositarv will from time to time make 
payment to the Trustee in The City of New Vork at least forty- 
two days prior to cach semi-annual interest payment date of the 
amounts then due hereunder for interest and sinking fund, said 
payment to the Trustee in The City of New York to be in United 
States gold dollars . . . 

The making of any deposit with said Depositary shall not be 
deemed to discharge the liability of the City, and, notwithstanding 
such deposit, the City shall not be dcemed to have made provision 
for the payment of interest and sinking fund as hercin provided 
until the amount thereof has been received, as hercinabove pro- 
vided (witnout deduction for any taxes, assessments, charges or 
duties of any kind whatsoever as provided in Section 1 of Article 
V), by the Trustee in The City of New York in funds payable in 
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United States gold dollars of or equal to the standard of weight 
and fineness in effect on July 1, 1925. 

The interest accruing on the sums so deposited with the said 
Depositary belongs to the City, the City being entitled to deal 
with the said Depositary about the interest rate. (Article 1, 
Section 2) 


The same agreement in addition demands a special deposit 
with the Trustee: 


In addition to and not in substitution of any of the deposits in 
Section 2 of this Article provided to be made, the City agrees, 
forthwith upon the execution of this Agreement, to deposit and keep 
in deposit with the Trustee as a special fund to guarantee the prompt 
payment of the semi-annual instalments of interest and sinking 
fund . .., an amount in gold coin of the United States equal to 
two and one-half per cent of the principal amount of Bonds then 
outstanding and thereafter at all times to maintain said special 
fund at an amount in like gold coin equal to two and one-half per 
cent of the principal amount of Bonds then outstanding . . . 

The Trustee will pay to the City on all funds deposited with it 
pursuant to the provisions of this Section the rate of interest that is 
currently allowed by banks and trust companies in The City of 
New York upon deposits of a similar character. (Article I, 
Section 3) 

Any moncys at any time received or held by the Trustee under 
any of the provisions of this Agreement, whether trust funds or 
otherwise, may be treated by it as a general deposit, without any 
liability for interest save such as during that time it shall agree 
with the City to pay thereon or herein agrees to pay. So long as 
none of the events of default specified in Section 2 of Article VI 
hereof shall have happened and be continuing, all interest allowed 
by the Trustce as aforesaid shall be paid by it from time to time to 
the City or upon its order. The Trustee shall not be under any 
duty to invest any funds held by it or subject to its control. 
(Article VIII, Section 1) 


Aside from that, the Trustee is entitled to a reasonabie 
compensation: 


The Trustee shall be entitled to reasonable compensation for all 
services rendered by it in the execution of the trusts hereby created, 
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and the City agrees from time to time on demand to pay such com- 
pensation (which shall not be limited by any provisions of law with 
respect to compensation of fiduciaries or of a trustee of an express 
trust) and to reimburse the Trustee and save it harmless against 
any and all liability and expenses, including counsel fees, which it 
may at any time incur hereunder together with interest at the rate 
of 6% per annum on the amount of all such compensation and ex- 
penses; and the charges and expenses of the Trustee and of its 
counsel and all liability by it so incurred shall be secured by this 
Agreement, and, if the City shall fail, neglect or delay to pay the 
same promptly, they shall be paid from and out of any funds in 
the hands of the Trustee prior to any payment therefrom to or 
upon the order of the City or of or on account of any of the Bonds 
orcoupons. (Article VII1, Section 2) 


The Indenture securing the loan to the Municipal Bank of 
the State of Hessen (22) contains similar provisions: 


The Kommunal Bank covenants and agrees that it will forthwith 
upon the execution of this Indenture, deposit, in the name of the 
German Trustee, with a public bank in Germany designated by the 
German Trustee, the amount of $432,000, in dollars, being the sum 
of the amount of the first year's interest on the total issue of Bonds 
and the principal amount of the first maturing annual series of 
Bonds. The Kommunal Bank further covenants and agrees that it 
will maintain said deposit at all times at least equal to the sum of 
the amount of the interest requirements for the next succeeding 
twelve months’ period on all Bonds then outstanding and the prin- 
cipal amount of the next maturing annual series of Bonds. The 
German Trustee shall have the right to change the depositary for 
said funds from time to time in its discretion (but said depositary 
shall always be a public bank in Germany) and shall not be respon- 
sible to any one for its choice of depositary. 

The German Trustee shall pay all interest received by it on 
such deposit to the Kommunal Bank and shall from time to time, 
upon the retirement of Bonds, cither at maturity or by purchase by 
the Kommunal Bank and cancellation by the Fiscal Agent, .. . 
pay to the Kommunal Bank the surplus in said account over and 
above the sum of the amount of the interest requirements for the 
next succeeding twelve months’ period on all Bonds then outstand- 
ing and the principal amount of the next maturing annual series of 
Bonds. (Article IIT, Section 4) 
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The Indenture further provides: 


Each Trustec will pay to the Kommunal Bank from time to time 
interest on any cash balances held by it on deposit hereunder, at 
such rate as is customarily allowed on similar deposits . . 

The proper expenses of the Trustees, including their compensa- 
tion, counsel fees, charges and other disbursements and those of 
their attorneys, agents, and employees incurred in and about the 
administration and execution of the trusts hereby created and the 
performance of their powers and duties hereunder, shall be paid by 
the Kommunal Bank, its successors and assigns, as they are in- 
curred. In default of such payments by Kommunal Bank, such 
expenses, compensation, counsel fees, charges and other disburse- 
ments of the Trustees, their attorneys, agents and employees 
shall be secured by a lien on any money or property in the possession 
of the Frustecs or the Fiscal Agent hereunder and be paid in pri- 
ority to the Bonds and coupons. (Article VII, Section 1) 


Such an obligation to maintain a considerable sum on deposit 
with the Trustee or Depositary is, however, not frequently 
imposed and it is, of course, much more burdensome than a 
general obligation to maintain balances on deposit with any 
responsible bank, as it is provided in the indenture securing the 
Good Hope Steel and Iron Works bonds (23): 


The Corporation further covenants that so long as any of the 
Bonds hereby secured are outstanding it will maintain balances 
on deposit in responsible banking institutions in North or South 
America, England, Holland, Belgium or Switzerland, which 
balances, at the then prevailing rates of exchange, shall in the 
aggregate be equivalent to not less than the maximum quarterly 
obligation under the terms of the sinking fund as provided in this 
Indenture plus the amount of the semi-annual interest on the 
then outstanding Bonds. (Article Five, Section 5) 


IV. TYING CLAUSE 


By its loan contract of July 9, 1925, the city of Cologne 
agreed at any time on or before November 1, 1925, at the 
request of the Bankers, to apply to the German government 
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for authorization for another foreign loan of not more than 
$5,000,000 and to sell it to the Bankers: 


The City further agrees at any time on or before November 1, 
1925, at the request of the Bankers, to make application to the 
appropriate governmental authorities of the German Republic for 
authorization to create and issue a further issue of bonds of the 
City, limited to an aggregate principal amount of Five million 
dollars, in all other respects similar to the bonds of thc present issuc 
and at the option of the Bankers, to sell and deliver to the Bankers 
said additional amount of said bonds for the principal amount of 
$5,000,000, or any part of said amount, at the price оѓ. .% of the 
face value thercof flat (to include interest accrued from March 15, 
1925 to the date of delivery). If the Bankers elect to exercise said 
option in whole or in part after August 1, 1925, they shall pay for 
the bonds so purchased in addition to said purchase price, interest 
accruing upon the bonds so purchased from and after August 1, 
1925, until the payment of the purchase price therefor. In case the 
Bankers elect to purchase bonds under the foregoing option and 
on ar before November 1, 1925, shall sell the same at a price or prices 
greater than 8714% of their face value and accrued interest, they 
agree to pay to the City one-half of the aggregate net amount 
realized from such sales over and above 871465 of their face value 
and accrued interest. The bonds purchased under said option 
shall be delivered in temporary or definitive form within five days 
after the receipt by the City from Blair & Co., Inc., acting in 
behalf of the Bankers, of a written notice of their election to pur- 
chase bonds under said option, such delivery to be made at either of 
the offices of the Bankers, or at such other place as they may 
designate, and payment therefore shall be made against such de- 
livery in the manner hereinafter provided. (Article Thirteenth) 


The city, as has been shown,” did not succeed in having an- 
other loan approved by the “Advisory Council" to the Reich 
Finance Ministry. 

Such a “tying clause" has apparently been included in only 
very few loan contracts between American bankers and German 
borrowers." It seems, however, that German companies in 

= бес page 97. 

5 Some cases have been quoted in the financial press, but we have no 
conclusive evidence except for the city of Cologne. 
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obtaining loans from other American creditors“ and from 
British banks! have had to assume commercial or financial 
obligations which had no immediate relation to the debt service 
of the respective loan. 


У. TOTAL FINANCIAL BURDEN 


The financial obligations of the borrowers are so manifold 
and in most cases so difficult to measure in dollars that it is 
impossible adequately to summarize them. It may be useful, 
however, to show by at least one example how necessary it is 
to know all the charges in order to have a fair idea of the total 


burden. 

The city of Cologne, according to the loan agreement of 
July 9, 1925, received from the American Bankers $8,475,000, 
or 8424 per cent of the par value of the bonds which were 
offered to the public at 8714 on July 25, 1925. The commissions 
of the Bankers therefrom, appear to be only 234 per cent. 
But there are two clauses in the agreement which considerably 


increase those commissions: 


The City has sold and agrees to deliver to the Bankers on the 
first day of August, 1925, and the Bankers have purchased and 
agree to pay for on the first day of August, 1925, Ten Million 


и When the Berlin Universum Film Company (Ufa) in December, 1925, 
obtained a loan from the Famous Players-Lasky Corporation and the Metro- 
Goldwyn Distributing Corporation, it agreed to distribute annually in 
Germany 50 pictures from the American companies, while the latter agreed 
to show yearly ten Ufa films in the United States on condition that the 
German pictures were “suitable for American taste.” 

15 Тре loan contract between the German Testile Trades Corporation 
and the British Bank, Helbert, Wagg & Co. (December, 1925), covering a 
loan of £1,000,000 for 20 years at 7 per cent, contains a tying clause by 
which the Corporation pledged itself “to spend not less than £3,000,000 
during the year 1926 on purchases in the markets of the United Kingdom." 
Since the Corporation received from the bank £860,000, it had to spend in 
the creditor country within a year 314 times the sum obtained. It is obvious 
that in this case the creditor firm itself was not particularly interested in that 
provision and it is likely that some other authority insisted on the inclusion 


of such a tying provision. 
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Dollars principal amount of said bonds, against delivery of tem- 
porary bond or bonds therefor, at the price of ..6;' flat for 
Seven Million Five Hundred Thousand Dollars principal amount 
and ..95" flat for Two Million Five Hundred ‘Thousand Dollars 
principal amount of the face value thereof (to include interest 
accrued from March 15, 1925, to the date of delivery). Delivery 
of said temporary bond or bonds shall be made at the oflice 
ol either of the Bankers in the City of New York, or at such 
other place as they may designate, and payment therefor shall 
be made as hereinafter provided. (Article "'hirtcenth) 

Payment for the first Ten Million Dollars nominal amount of 
bonds purchased by the Bankers under the foregoing Article shall 
be made by placing with the Fiscal Agents in equal amounts the 
amount of the purchase price in dollars to the credit of The 
Deutsche Bank for account of the City. The Fiscal Agents shall 
pay interest on daily balances on all amounts so credited at one 
per cent per annum below the discount rate of the Federal Reserve 
Bank of New York from time to time current, until the amounts 
so credited are wholly withdrawn. АН amounts so credited may 
be withdrawn upon the order of the Deutsche Bank by letter ad- 
dressed to the Fiscal Agents or by cable so addressed and provided 
with the usual test words and safeguards. ‘The Fiscal Agents are 
authorized to deduct from the purchase price of the bonds a sum 
sufficient to cover the cost of engraving the definitive bonds and the 
Registrar’s fee for authenticating the same, the sum so deducted 
to be applied by them in payment of such cost and fee. The Bank- 
ers are further authorized to retain out of the purchase price of 
the bonds the sum of $2,141,583 to pay the principal and interest 
as they mature of the credit of $2,000,000 granted to the City by 
the International Acceptance Bank, Inc., and the Bankers shall 
allow the City interest on the sums so retained at one per cent per 
annum below the discount rate of the Federal Reserve Bank 
of New York from time to time current. (Article Fourteenth) 


According to the first clause, the city was to receive on 
August 1, 1925, $8,475,000 including 6!5 per cent interest ac- 
crued from March 15, 1925, to the date of delivery. But the 
city had to pay to the bondholders out of this sum 6 per cent 
interest on $10,000,000 for 139 days, or $248,000. The 


185%, according to Heichen, Deutschlands Zahlungsbilanz 1925, р. 14. 
17 849, according to the same authority. 
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commission to the bankers would then amount to $275,000+ 
$248,000= $523,000, or 5.23 points. 

According to the second clause, the bankers retain out of the 
purchase price of the bonds $2,141,583 to pay, as they mature, 
the principal and interest of a former credit of $2,000,000 granted 
to the city by another bank, and the bankers allow the city 
interest on the sums so retained at 1 per cent below the discount 
rate of the Federal Reserve Bank of New York. Since the 
former credit matured on December 31, 1925, and since the dis- 
count rate of the Federal Reserve Bank of New York from 
August to December, 1925, was 314 per cent, the city received 
on the retained sum for five months 214 per cent or $22,300; 
while the interest which it had to pay five months in advance, 
assuming that it was 7 per cent, amounted to $58,300, so that 
the bank commissions increased by about a further $36,000 to 
$559,000, or 5.59 points. The net purchase price then was 81.91 
points and if we assume that the net proceeds to the city (after 
deducting the other expenses of issue) was 81 per cent, the 
cost of the debt service, if this were a straight loan, would have 
amounted to 8.3 per cent. But it actually is a sinking fund 
loan and there are other charges besides those of the sinking fund. 


Maintenance of offices in New York. The Loan agreement 
provides: 

The City during the life of the Loan will at all times at the sole 
cost of the City maintain in the Borough of Manhattan, City of 
New York, a Fiscal Agency of the Loan and also a registry of the 
Loan and a transfer agency for registered bonds. (Article Ninth) 


Fees for listing of bonds. The agreement provides: 


The City will also at the request of the Bankers make or cause 
to be made application for the listing of the Bonds, and the interim 
receipts or temporary certificates issued by the Bankers in respect 
thereof, on the New York Stock Exchange and the Amsterdam 
Stock Exchange, or the Bankers in behalf of the City may them- 
selves make such applications. To this end the Bankers may 
proceed to draw up such application or applications which, after 
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approval by the City, shall be signed by some representative of the 
City properly authorized. The City will furnish to the Bankers all 
the documents deemed by them to be advantageous for the making 
of such applications and it will take and undertake all such action 
as may be requisite in accordance with the requirement of cach 
such Exchange in order to secure such listing thereon. The cost 
and expenses of any such applications whether made by the City 
or by the Bankers shall be borne by the City but to an amount 
not in excess of $1,500. (Article Seventeenth) 


Debt Service. The City, as a sinking fund and as interest, 
pays on September 1, 1925, and semi-annually on March 1 
and September 1 thereafter until and including March 1, 1950, 
to the Fiscal Agents the sum of $114,750. The city thus has, 
one month after receipt of the loan, to start paying back the 
principal at par to the Fiscal Agents. The interest allowed 
to the city on such payments (which in part become due much 
later to the bondholders'®), is very slight. 


The Fiscal Agents of the Loan will credit the City with interest 
at one per cent per annum below the discount rate of the Federal 
Reserve Bank of New York from time to time current on anv 
moneys standing to the credit of the sinking fund account until 
applied to the purchase of bonds and /or until the datc when bonds 
to be redeemed therefrom are payable. Except as above provided 
the semi-annual payments . . . shall be free of interest to the 
Fiscal Agents. The moneys paid to the Fiscal Agents to be 
applied to the redemption of bonds pursuant to Article Fifth 
hereof!? shall be {тес of interest to the Fiscal Agents. 

If the City desires to purchase bonds in excess of those to be 
purchased by the application of moneys in the sinking fund ac- 
count, it will make such purchases through the Fiscal Agents and 
will remit to them in New York the funds necessary therefor; and 
until bonds are purchased therefrom, the Fiscal Agents will allow 
upon the funds so remitted interest at one per cent per annum 
below the discount rate of the Federal Reserve Bank of New York 
from time to time current. (Article Seventh) 


18 See page 225. 
18 Voluntary redemption. 
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Compensation to Fiscal Agents. Aside from the profit by 
using those funds while deposited, the Fiscal Agents receive the 
following compensation: 


The City will pay to the Fiscal Agents as compensation for their 
services as such agents, а commission of one-cighth of one per cent 
of the amount of payments made by the Fiscal Agents for the 
purchase or redemption of bonds . . . together with any commis- 
sion required to be charged by the rules of the New York Stock 
Exchange or other exchange where purchases of said bonds may 
be made by the Fiscal Agents, and in addition a commission of 
onc-quarter of one per cent on the amount appropriated from time 
to time for the payment of coupons. (Article Ninth) 


Publication and mailing of notices. Notice of redemption of 
the bonds annually drawn shall be published by the Fiscal 
Agents in a daily newspaper of general circulation published 
in New York, twice a week for at least six weeks. A similar 
notice shall be sent by the Fiscal Agents through the mails, 
postage prepaid, to the registered owners of any of the bonds 
called for redemption. As to the reimbursement of such and 
other expenses, the agreement provides: 


The City will punctually pay to the Fiscal Agents of the 
Loan at their offices in the City of New York such amounts as may 
be requisite to meet the expenses of publication of notices, of 
payment of coupons and of redemption of bonds, expenses in con- 
nection with the drawing of bonds, expenses for cables and cor- 
respondence and all other expenses of or incident to the service of 
the Loan: such payments shall be made from time to time on writ- 
ten request of the Fiscal Agents and an itemized statement of 
expenditures made for such expenses shall be sent with vouchers 
by such Fiscal Agents to the City semi-annually. No expenses 
of any character in connection with the drawing and purchase or 
redemption of bonds shall be charged against the sinking fund, 
but all such expenses shall be deemed to be expenses incident to 
the service of the Loan and shall be paid by the City as above 
provided. (Article Tenth) 

The City will pay the stamp or other duties, if any, to which, 
under the laws of the Republic of Germany, or of any political 
division thereof, including the City of Cologne, this Agreement 
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or the bonds, temporary or definitive, or interim receipts or 
temporary certificates issued by the Bankers, exchangeable by 
their terms for definitive bonds, may be subject, and the expenses 
of engraving, printing, and delivering the bonds, temporary and 
definitive, of the exchange of definitive for temporary bonds, and 
of the legal fees and expenses of the German counsel, (Article 
Eighteenth) 


It is evident that ail those different cost items added together 
mean a considerable additional burden to the borrower. We 
have no means of ascertaining exactly the aggregate amount 
in the case of the city of Cologne nor for any other loan. But it 
seems safe to say that the total cost — expenses of issue, interest 
(and premium), and incidental expenses of debt service — for 
all loans will annually average about 10 per cent of the net 
proceeds to the borrower and about 9 per cent of the par value. 


То summarize: The total par value of German public borrow- 
ings in the United States has amounted to $580,797,500, and 
in other countries to $304,266,100 — a total of $885,063,600, 
which figures include the reparation loan floated in connection 
with the inauguration of the Dawes Plan. The annual charges, 
inclusive of payments on the principal, will amount to approxi- 
mately 70 million dollars in the average of the years 1925-51. 

These figures, however, relate only to loans which have been 
publicly floated in the investment markets, and they do not 
measure the full total of the obligations that have been incurred 
by Germany since 1923. In order to ascertain the total pay- 
ments due from Germany to the United States and to other 
countries on account of credit operations entered into from 
1924 to 1926, account would also have to be taken of the loans 
privately placed, commercial short-term credits to German 
firms, and foreign purchases of German mark bonds, German 
stock, etc. While there are sufficient data to indicate that 
these operations aggregate a very considerable total, it is 
impossible to estimate whether the volume equals or excecds 
that of the public bond flotations. 
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The reader should bear in mind that we are presenting no 
estimate of the inclusive net international indebtedness of 
Germany. ‘The analysis has been confined to borrowing opera- 
tions since the inauguration of the Dawes Plan. To indicate 
the net foreign indebtedness for which Germany is obligated it 
would he necessary to include estimates on the one hand of the 
extent of German foreign obligations incurred through the sale 
ol real estate during the inflation period,?° of securities, etc., and 
on the other hand, of the amount of Germany’s foreign invest- 
ments remaining from the pre-war period and also her new 
investments and credit extensions during the last years. Such 
an appraisal lies beyond the scope of the present volume. 

20 According to an estimate kindly furnished by Paul Stegemann, chief 


statistician of the Berlin City Revenue Office, the pre-war value of the 
Berlin real estate owned by foreigners is 1 or 11$ billion dollars. 
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317, 335 

Hamburg Electric Co., (19) 45, 53, 
57, 80, 85, 108, 111, 126, 135, 139, 
166, 171, 181, 196, 197, 199, 217- 
19, 256, 279, 287-89, 291, 292, 
324, 326, 334, 341 

Hamburg, State of, (43) (59) (gg) 9, 
10, 11, 1+, 15, 30, 32, 48, 50, 51, 
54-56, 81, 82, 92, 94, 102, 104, 
126-28, 131, 136, 141, 142, 159, 
168, 171, 242, 248, 257, 329, 336, 
337 

Hanover, City of, (60) 11, 51, 55, 
57, 82, 108, 127, 128, 131, 136, 142, 
156, 159, 168, 242, 248, 258, 
338-39 

Heidelberg, City of,'(17) 8, 18, 32, 45, 
53, 57, 80, 84, 106, 126, 133, 135, 
139, 151, 160, 166, 171, 172, 181, 
182, 196, 199, 201-3, 208, 211, 
212, 216-19, 242, 248, 256, 275-77, 
334, 355-57 

Holy Cross and St. 
Churches, Breslau, 23 

Housing and Realty Improvement 
Co., Berlin, (69) 51, 55, 59, 82, 90, 
120, 121, 126, 143, 163, 165, 168, 
170-72, 181, 182, 199, 204, 205, 
207, 211, 217-19, 258, 317, 338—39, 
347, 350 


George's 
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Illseder Stecl Corp., (44) 48, 54, 58, 
81, 87, 115, 118, 126, 132-34, 136, 
141, 147, 149, 168, 170, 171, 181, 
197, 199, 211, 212, 217-19, 257, 
298, 299, 308-11, 324, 326, 337, 
341 


Jesuit Fathers, Munich, 23 


Karstadt, (15) 45, 53, 59, 80, 84, 
120, 126, 129, 131, 139, 146, 151, 
161, 164, 166, 170, 171, 181, 197, 
208, 216-19, 247, 256, 260, 261, 
271, 315, 316, 326, 328, 333, 347 

Klein-Wanzleben, Sugar factory, 23 

Krupp, (2) 26, 43, 52, 58, 80, 82, 
116, 126-28, 131, 136, 138, 146, 
147, 152-54, 166, 171-73, 178, 179, 
181, 197, 199, 200, 212, 217-19, 
240, 247, 256, 299-303, 331, 332, 
351-53 


Lech Electric Works, 
(cc) 50, 55, 57, 131 
Leipzig, City of, (41) 8, 48, 54, 57, 
78, 81, 87, 107, 126, 132, 133, 136, 
140, 149, 165, 168, 170, 171, 181, 
182, 196, 199, 204—7, 211, 217-19, 
257, 336 

Leipzig Overland Power Co.’s, (57) 
50, 55, 57, 81, 89, 108, 109, 113, 
114, 126, 130, 131, 142, 165, 168, 
170-72, 174-76, 181, 182, 199, 
204, 205, 207, 211, 217-19, 258, 
280, 291, 292, 338-39, 347, 350 


Augsburg, 


Mannesmann Tube Co., 21 

Mannheim and Palatinate Electric 
Co.’s, (53) 49, 55, 57, 81, 89, 108, 
109, 113, 126, 131, 136, 141, 161, 
168, 170, 171, 181, 197, 199, 
217-19, 258, 281, 289, 290, 337 

Mansfeld Mining and Smelting Co., 
(46) 48, 49, 54, 58, 81, 87, 115, 
118, 126, 131, 141, 147, 165, 168, 
171, 172, 181, 233, 237-39, 257, 
260, 263, 271, 298, 324, 326, 337 
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Miag Mill Machinery Co., (48) 49. 
54, 58, 81, 88, 100, 115, 116, 118. 
126, 128, 136, 141, 165, 168, 170, 
171, 181, 197, 208, 212, 215, 217- 
19, 258, 260, 203, 271, 298, 299, 
311. 337 

Munich, City of, (10) 8, H, 52, 57, 
18. 80, 105, 106, 126, 128, 131, 
13$. 166, 171, 181, 183, 244, 250, 
256, 326, 333 

Municipal Bank of the State of 
Hessen, (22) 8, 33, 45, 53, 59. 80, 
$5, 11$. 119, 126, 128, 136, 139, 
146, 151, 161. 166, 170-74. 181. 
183. 185, 245, 250, 256, 313-15, 
334, 347, 357, 358 


North German Lloyd, 4, 21, 23 


Oberpfalz Electric Power Corp., (55) 
50, 55, 57, 81, 89, 108, 109, 113, 
126, 132, 136, 112. 165, 168, 170- 
72, 181. 182, 199, 204. 205, 208, 
211, 217-19, 258, 280, 284, 325, 
326, 337 

Oldenburg, State of, (20) 9, 10, 30, 
45, 53, 56, 77, 80, 102, 104, 126, 
128, 139, 160. 165, 166, 181, 182, 
184, 244, 250, 256, 334 

Osram С. m. b. H., (п) 46, 53, 59, 
187 


Peters Union А. G., (hh) 13, 24, 51, 
55, 58 

Potash Industry Inc., Cassel. 20 

Potash Syndicate, German, (m) 4, 
12, 13, 20, 21, 36, 46, 53, 54, 58, 
131. 150 

Protestant Church in Germany Wel- 
fare Institutions, (64) 34, 51, 55, 
59, 76, 82, 90, 100, 121, 122, 126, 
127. 135, 142, 155, 165, 168, 
170-72, 181, 182, 197, 199, 204, 
205, 212, 217-19, 258, 320, 325, 
326, 338-39 

Province of Westphalia, (bb) 8, 31, 
50, 55, 56 
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Provincial Bank of Rhineland, (v) 8, 
34, 49, 54, 59 

Prussia, State of, (56) 9, 10, 30, 50, 
55, 56, 75-11, S1, 102, 104, 123, 
126, 128, 131. 142, 149, 168, 171, 
181. 182, 187, 191, 253, 258, 
338-39 


Rhcinelbe Union, (33) 20, 21, 47, 54, 
58, 81, 86, 116, 118, 126, 131, 140, 
146, 149, 151, 155, 156, 161, 164, 
166, 170. 171. 181, 182, 187, 188, 
192-04, 253. 257, 260-02, 271, 
298, 299, 309, 311, 335, 347 

Rhine-Main-Danube Corp., (14) 9, 
31, 32, 45, 53, 57, 80, 84, 108, 111, 
126, 128, 133. 135, 139, 166, 171, 
181. 196, 199, 201-3, 20$, 211, 
212, 216-19, 256, 279, 281, 282, 
286, 323, 326, 333 

Rhine-Westphalia Coal Syndicate, 
4,20 

Rhine-Westphalia Electric Power 
Corp., (21) 45, 53, 57, 80, 85, 108, 
111, 126, 133, 135, 139, 147, 149, 
164, 166, 170-72, 181, 182, 229- 
ЗЕ, 256, 280, 291, 334, 341 

Rombach Smelting Works, 22, 23 

Ruhr District Housing Association, 
(hh) 34, 51, 55, 59 


Sachsen-Anhalt Electric Co., (35) 
47. 54, 57, 81, 87, 108, 109, 112, 
126, 128. 131, 140. 159, 166, 181, 
183, 185, 248, 257, 279, 284-87, 
336, 354 

51. Anne's Sisters, Munich, 23 

St. John's Church, Hamborn, (a) 44, 
52. 59 

St. John’s Congregation, 
dorf, (f) 45, 53, 59 

51. Joseph's College, 
23 

$1. Joseph's Home for Sailors’ 
Children, Duisburg. 23, 24 

St. Joseph's Society, Bigge, (i) 46, 
53, 59 


Leutes- 


Hildesheim, 
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St. Mathias Hospital, Rheine, 24 

St. Stephen’s Union, Crefcld, (j) 46, 
53, 59 

SS. Peter and Paul's 
Eschweiler, (в) 45, 53, 59 

Savings Banks and Clearing Associa- 
tion, German, (10) 8, 10, 32, 47, 
48, 54, 55, 59, 81, 87, 118-20, 126, 
127, 131, 140, 147, 165, 168, 170- 
72, 181, 182, 196, 199, 201-3, 206, 
211-14, 217-19, 257, 315, 336 

Saxon Public Works, (6) (52) 9, -H, 
49, 52, 55, 57, 80, 81, 83, $9, 108- 
10, 126, 133, 135, 136, 138, 141, 
147, 149, 151, 165, 166, 168, 170, 
171, 181, 182, 197-99, 208, 211, 
217-19, 247, 256, 279-85, 287, 
201, 323, 326, 332, ЗА, 354 

Saxon State Mortgage Institution, 
(31) (66) 9, 10, 33, 47, 51, 54, 55, 
59, 81, 82, 86, 90, 92, 118, 119, 
126, 135, 140, 143, 143-50, 166, 
168, 170, 171, 181, 182, 199, 
201-5, 209-12, 214, 215, 217-19, 
248, 252, 253, 257, 313, 335 

Siemens Companies, (5) (58) 43, 44, 
50, 52, 55, 58, 80, 82, 83, 89, 116, 
117, 126, 127, 130, 131, 135, 138, 
142, 145, 146, 149, 151, 155, 161, 
162, 164, 166, 168, 170, 171, 
178-81, 187-89, 192, 229-32, 252, 
256, 250, 260, 298, 303-7, 326, 331, 
332, 347, 353 

Silesia Electric Corp., (37) 47, 54, 57, 
81, 87, 101, 108, 109, 112, 126, 
133, 135, 140, 147, 152, 166, 170— 
72, 181, 197, 198, 200, 217, 218, 
257, 280, 291, 324, 326, 336 

Silesian Textile Works, Methner & 
Frahne, 24 

Sisters of Charity, Paderborn, (s) 48, 
54, 59 

Sisters of the Most Holy Virgin, 
Essen, 24 

Stettin Public Utilities Co., (47) 
32, 49, 54, 57, 67-71, 81, 88, 108, 
109, 113, 126, 130, 131, 141, 147, 


Church, 
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161, 164, 168, 170-72, 181, 197, 
198, 206, 217-19, 257, 280, 337 


Textile Trades Corp., (о) 47, 53, 58, 
131, 321, 360 

Thyssen Iron and Steel Works, (3) 
(19) 43, 49, 52, 51, 58, 80, 81, 83, 
88, 115, 116, 126, 127, 131, 135, 
136, 138, 1-41, 146, 151, 159, 161, 
164, 166, 168, 170-72, 179, 181, 
229, 232, 233, 242, 247, 256, 260, 
262, 271, 298, 299, 309, 311, 312, 
331, 332, 344, 345, 348, 319 

Tietz, (34) 20, 21, 47, 54, 59, 81, 86, 
120, 126, 134, 135, 140, 147, 166, 
171, 172, 181, 233, 235-37, 242, 
248, 257, 260, 261, 271, 316, 335 

Trier Cathedral, 23 


United Industrial Corp., (30) (67) 
46, 51, 53, 55, 58, 81, 82, 86, 90, 
115-17, 126, 131, 135, 140, 143, 
147, 160, 164, 166, 168, 170-72, 
181, 182, 197, 198, 200, 206, 211, 
217-19, 242, 257, 284, 297, 298, 
307, 309, 324, 326, 335 

United Steel Works, (50) 22, 24, 36, 
49, 55, 58, 81, 88, 115, 118, 126, 
131, 141, 146, 149, 151, 155, 161, 
164, 168, 170, 171, 179, 181, 182, 
187, 192, 253, 258, 260, 262, 270 
271, 298, 307, 311, 312, 337 

Universum Film Company, 23-25, 
360 

Unterclbe Power & Light Co., (62) 
51, 55, 57, 82, 90, 108, 114. 115, 
126, 136, 142, 161, 16$, 170, 171, 
181, 197, 199, 217-19, 258, 281 
291, 338-39, 347 

Upper Silesian Coke Works, 22. 23 

Upper Wurtemberg, Consolidated 
Hydro-Electric Works, (36) 9. 47, 
54, 57, 81, 87, 10$, 109, 112, 126, 
133, 135, 140, 165, 166, 171, 181, 
182, 199, 201-3, 212, 216-19, 
225-28, 257, 280, 281, 284, 292, 
326, 336 
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Helbert, Wagg & Co., 23, 24, 47, 321, 
360 

Heldring & Pierson, 87 

Hermes Kredit-Versicherungsbank 
А. G., 90, 306 

Higginson & Co., 13, 224 

Hilfskasse Gemeinnütziger Wohl- 
fahrtseinrichtungen Deutschlands, 
89, 90 

Hope & Co., 43, 46, 51 

Howe, Snow & Bertles, 48, 49, 51 


International Acceptance Bank, 3, 
20, 48, 66, 361 

International Acceptance Securities 
& Trust Co., 88 


Kocken, Th., 47 
Kuhn, Locb & Co., 51 


Lazard Frères et Co., 43 

Lec, Higginson & Co., 13, 45, 46, 
224 

Lehman Brothers, 47 

Leipzig Lignite Works Co., 292 

Lisman, I’. J. & Co., 45, 47, 49 

Lower Rhine Light or Powcr Co., 
284 


Mees, В. & Zoonen, 44, 85 

Mendelssohn & Co., 20, 25, 43, H, 
46, 47, 49-51, 85, 145, 149 

Metabank, N. V. Nijmegen, 45, 46, 
48 

Metro-Goldwyn Distribution Corp., 
23, 24, 360 

Morgan, J. Р. & Co., 43, 136. 137 

Münchener | Rückversicherungs - 
Gesclischaft, 90 


National Bank of Commerce, 82, 90, 
301-3 

National City Bank of New York, 
83-90, 266, 268, 282 

National City Co., 43—19, 51 

Nationale Spaarbank, Nijmegen, 23, 
45, 46, 51 
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Nationale Spaaren  Emissicbank, 
Nijmegen, 24, 50 
Nederlandsche Handel - Maat- 


schappij, 48, 49, 51, 85, 145, 146, 

149 

Nederlandsche l.andbouwbank, -Ч- 
46, 19 

New York Trust Co., 85-89 


Pierson & Co., 43-15, 85 
Prudential Insurance Co. 21, 23 


Reichsbank, 26, 30, 35, 43 

Reichs-Kredit-Gesellschaft, 87, 90 

Rothschild, N. M. & Sons, 50 

Rotterdamsche Bankvereeniging, 45, 
85 


Süchsische Bank, 86, 90 

Schroder, J. Henry & Co., 13, 20, 46, 
47, 50, 145, 119 

Schroeder Bank, J. F., 147 

Seligman. J. & W. & Co., 51 

Silesian- American. Corp., 17 

Skandinaviska Kredit-Akticbolaget, 
47 

Societé Nationale de Crédit А FIn- 
dustric, 43 

Spaarne-Bank, Haarlem, 44 

Speyer & Co., 20, +, 46, 48, 51, 83, 
85, 87, 234 

Stinnes, Hugo, Corp.. 17 

Stinnes, Hugo, Industries, 17 

Stockholms Enskilda Bank, 43, 44, 
46, 48 

Strack, Lorenz, 24 

Svenska Handelsbanken, 50 

Swiss Dank Corp., 85, 87 


Teixera de Mattos Bros., 46, 48, 49, 
51, 85, 87 

Treuhand-Vereinigung A. G., 87 

Truffino & Co., 23, 24, 49 

Twentsche Bank, 44, 50 


Warburg & Co., M. М., 147 

Western Union Telegraph Co., 294 

Willenmier, van Tycn & van Laer, 
24, 51 


118 AMERICAN LOANS TO GERMANY 


Rheinelbe Union $25,000,000 7 per cent. Bonds, duc 1946 (33). 

The proceeds from the sale of this issue of Bonds will be applied 
to the reduction of the floating debt and as additional working 
capital. (Listing application) 


Ilseder Steel Corporation $7,500,000 7 per cent Bonds, due 1946 (44). 


The proceeds from the sale of the present issue of Bonds will be 
used to increase the Company's working capital and to provide 
for the construction of additions and improvements tending to 
lower production costs. (Listing application) 


Mansfeld Mining and Smelting Company $3,000,000 7 per cent 
Bonds, duc 1941 (46). 

The purpose of the present financing is to increase working 
capital and to make new installations designed to decrease pro- 
duction costs. (Company’s letter of May 15, 1926, reprinted in 
Prospectus) 


Miag Mill Machinery Company $3,000,000 7 per cent Ronds, due 
1956 (48). 
Purpose of the Bond Issue. To liquidate bank loans and for 
other corporate purposes. (Company's letter of June 1, 1926, 
reprinted in Prospectus) 


United Stecl Works Corporation $30,000,000 6% per cent Bonds, 
Serics A, due 1951 (50). 

The proceeds from the sale of Series A bonds will be used for 
the completion of construction in process, for additional working 
capital and other corporate purposes. (Company’s letter of June 
25, 1926, reprinted in Prospectus) 


Public Credit and Savings Institutions. The purpose of the 
loans of the Central Bank for Agriculture (11) and of the Saxon 
State Mortgage Institution (31, 66) is to secure funds to be lent 
upon mortgages. The loans of the Municipal Bank of the State 
of Hessen (22) and of the German Savings Banks and Clearing 
Association (40) are to be used for the construction and extension 
of public utilities and other public works. 
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Waldhof, Pulp Factory, 23, 24 Wurttemberg Associated Munici- 

Westphalia United Electric Power palities, (18) 8, 31, 32, 45, 53, 57, 
Corp., (26) 46, 53, 57, 81, 85, 108, 80, 84, 106, 107, 126, 132, 136, 
112, 126, 133, 135, 139, 147, 149, 139, 144, 166, 170, 171, 181, 183, 
150, 166, 170-72, 181, 182, 197, 185, 244, 250, 256, 277-79, 326, 
199, 200-3, 217, 218, 247, 257, 334, 341, 342, 348, 350 


280, 291, 335 
Wintershall concern, 20 Zeiss Corp., (t) 48, 54, 58 
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Allgemeine Deutsche Credit-An- 
stalt, 87, 89 

Allianz Versicherungs-A. G., 90 

American & Continental Corp., 20, 
21 

American Exchange-Pacific National 
Bank, 84-86, 90 

American Trust Co., 87, 89 

Ames, Emerich & Co., 45, 47 

Amsterdam Trust Co., 23 

Amsterdamsche Bank, 44, 46, 48, 49 


Badische Girozentrale, 276, 277, 355 

Banca d'Italia, 43 

Bank of England, 43 

Bank for Electric Enterprises, 50 

Bankers Trust Co., 21 

Baring Brothers & Co., 50 

Basler Handelsbank, 146 

Becker, A. G. & Co., 48, 49, 51 

Berlin City Gas Co., 284 

Berliner Handels-Gesellschaft, 89 

Blair & Co. 44, 45, 51, 65, 66, 83, 
84, 144, 225, 359 

Blyth, Witter & Co., 45, 47 

British Overseas Bank, 23 

Brown Brothers & Co., 48 


Caron & Smits, 50 

Central Union Trust Co. of New 
York, 83, 84, 89, 90, 186, 303-5 

Chapman, P. W. & Co., 50 

Chase National Bank, 20, 84, 144, 
156, 225, 287 

Chase Securities Corp., 65, 83, 84 

Chatham Phoenix National Bank 
and Trust Co., 84 

Commercial Cable Co., 294 

Corn Exchange Bank, 87 

Crédit Suisse, 43-46, 48, 87 


Darmstadter und Nationalbank, 85, 
87, 88 

Deutsche Bank, 89, 361 

Deutsche Kreditsicherung А. G., 
83-89, 303-306 

Deutsche Treuhand-Gesellschaft, 83, 
85, 86, 88 

Deutsche Waren-Treuhand A. G., 
87, 89, 90 

Dillon, Read & Co., 20, 24, 43, 45, 
47, 49-51, 88, 186, 305, 345 

Dominion Securities Corp., 47 

Dresdner Bank, 82, 90, 299-303 


Engelsch-Hollandsche Bank, N. V., 
49 

Equitable Trust Co. of New York, 
20, 83, 84, 89 


Famous Players-Lasky Corp., 23, 
24, 360 

First Trust and Savings Dank, 
Chicago, 89, 90 


German Continental Gas Co., 284 

German Credit & Investment Corp., 
24 

Gilissen’s Bank, Amold, 23, 49, 50 

Goldman, Sachs & Co., 20, 43, 82, 
173 

Guaranty Trust Co. of New York, 
20, 44, 86, 90 


Haagsche Bankvereeniging, 46 

Hallgarten & Co., 47 

Harriman, W. A. & Co. 23, 47, 50, 
51, 222, 224 

Harris, Forbes & Co., 44, 46, 47, 
49-51, 197, 198, 213 

Harris Trust and Savings Bank, 83, 
85-88 
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